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Editorial Comment 


EVIEWING the year that is on the 
point of making its final exit, one 
finds that the good .beginning it 

made, and which lasted until half the 
year was out, was not well maintained 
in the final six months, and that espe- 
cially after October a marked recession 
was in evidence. Many explanations 
are being put forth in the attempt to 
account for this situation, and numer- 
ous prophecies are appearing whose 
object is to forecast the extent and dura- 
tion of this secondary depression. 

Some apprehension exists as to the 
course of Congress, which body met in 
special session last month, and whose 
deliberations will most likely continue 
until the regular session convenes in 
January, except for a short recess at the 
Christmas holiday. 

The President called the legislative 
body in special session because he felt 
the need of legislation in advance of 
the assembling of Congress in January. 
It may be that some special legislation 
is urgent, but the country seems rather 
to be suffering from mentally un- 
digested and indigestible laws, rather 
than starving for a lack of such nour- 
ishment of any kind capable of being 
supplied by legislation. 

The fact is, that in a comparatively 
short space of time we have had so much 
new and strange legislation that the 
country has found difficulty in adjust- 
ing itself to these changes, even men- 
tally. Should Congress add to this mass 
of unabsorbed laws, the mental obfus- 
cation of the people will be correspond- 
ingly increased, however laudable may 
be the objectives of the new measures. 

One objective dear to the minds of 
the President’ and his Secretary of Ag- 
riculture is crop control. There is, they 
think, too much being produced of one 
thing and another, and this disparity of 
output they seek to correct by statute. 


If the farmers are producing too much 
corn, cotton, wheat or potatoes, they 
are to be paid for limiting the produc- 
tion of these and other commodities of 
which there is a surplus. ! 

In other lines of production, pro- 
ducers are compelled to suffer the pen- 
alty of their miscalculations. Farmers: 
are to be relieved of the consequence 
of their errors by “the Government,” 
which means at the ‘cost of the less for- 
tunate class of taxpayers. 

Whether the sun, the rain and the 
soil will bow obediently to the waving 
of the legislative wand, remains to be 
seen. 

With the present situation of the 
countrv, it is not too much to expect 
that Congress will be careful before fur-- 
ther adding to the citizen’s perplexities 
in his efforts ‘to comprehend the mass 
of new laws already existing. 
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CTOBER’S sensational decline in the 

stock market approached the dimen- 
sions of a panic. Although the cul- 
mination of the decline was recorded im 
that month, a recession had been taking 
place since August, and it is reported 
that in the sixty days ending in the 
October crash values had declined by 
$25,000,000,000 or more. Had there 
been any real happening in that period 
to warrant a falling off of such mag- 
nitude? To this question an answer 
must be given in the negative. As 
pointed out by Winthrop W. Aldrich 
in a recent address, neither foreign 
news nor foreign selling, nor the facts 
of our own business situation could 
justly be held responsible for the de- 
cline. Mr. Aldrich’s address was madé 
just on the eve of the sensational break, 
and he was dealing primarily with the 
situation just prior to it, but’ what he. 
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said largely applies to the situation as 
it developed later. He attributed the 
decline largely to “the impaired ma- 
chinery of the stock market itself.” This 
phase of the matter he developed at 
length and with great lucidity. 

The disappearance of $25,000,000,- 
000 of “value” in so short a period as 
two months is a serious matter to the 
banks and to many others, as Mr. Ald- 
rich pointed out. 

While “value,” as measured by price, 
was declining to this stupendous extent, 
real value, as determined by plants— 
railways, factories, etc.—experienced 
no such sensational shrinkages. In 
many cases they were increasing. And 
at the very time some of the better class 
of securities were rapidly falling, the 
concerns on which they were based were 
reporting better earnings. The factors 
causing the decline were therefore other 
than the records these corporations were 
making. 

The effect of these sudden and drastic 
declines in the stock market have a 
disastrous effect on the country, greater 
perhaps than their real importance jus- 
tifies. After all, it is the real value 
of securities that counts—the worth of 
the basic industry, and the earning 
power over a period of years. On 
these elements, rather than on specula- 
tive fluctuations, should the attention 
of investors be fixed. 

Speculation, within moderate limits, 
carried on by those sufficiently informed 
and otherwise equipped, serves some 
useful purposes and is devoid of its 
present injurious effects. Too much of 
current speculation is indulged in by 
those not so qualified, and the result 
is as we have seen it. To keep the 
foolish out of the stock market is some- 
thing that could not be easily accom- 
plished. They burn their fingers re- 
peatedly in the same fire. They rush 
in where angels fear to tread. 
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UNION control of bank employes has 

been a subject of occasional con- 
sideration, and has, in a few instances, 
resulted in the taking of action in this 
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direction. Lately the matter has again 
come to light through the attempt of a 
labor organization to form a union of 
the employes in a local New York City 
bank. In replying to this proposal, a 
letter from the bank addressed to its 
employes stated that the bank could not 
agree to operate the bank on the closed- 
shop principle, and would not sign a 
contract with any union. “The bank 
must be free,” said the letter, “to con- 
duct its operations according to sound 
banking practice, without interference 
of outsiders.” To this the labor com- 
mittee replied that its aim was to bar- 
gain in relation to wages, hours and 
working conditions, and gave assurance 
that management control of the bank 
would not be affected by the proposed 
agreement. 

But this position could not well be 
accepted by the bank. For wages and 
hours of labor may have much to do 
with the management of any business, 
and may even place the continued exist- 
ence of the concern in jeopardy. It is 
not intimated that in the present case 
the union had any such aim; but since 
wages constitute so large a part of the 
cost of operating any business, this ele- 
ment of operation must be under the 
control of the management if the busi- 
ness is to be carried on at sufficient 
profit to assure its continued existence. 
All of which by no means can be in- 
terpreted as an argument for low wages 
for bank employes or anybody else. 
Banks, like other business establish- 
ments, recognize the value of having in 
their service those who are well paid. 
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Q CCUPATION of a building in Wash- 

ington for the use of the Board of 
Governors of the Federal Reserve Sys- 
tem calls attention to the fact that this 
is now the head office of our central- 
ized banking system. Although it was 
the declaréd intention of the sponsors 
of the Federal Reserve Act to decen- 
tralize credit, the act did no such thing. 
It did exactly the contrary. When the 
measure was passed.there were some 
fifty-one reserve cities, which the act 
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reduced to twelve. But later develop- 
ments have effected a still closer cen- 
tralization of banking. As the powers 
of the Federal Reserve Board were 
gradually increased, whatever autonomy 
originally belonged to the twelve banks 
has been lodged with the board. 
Though perhaps not realized at the time, 
and probably not intended, the Federal 
Reserve Act really created a central 
banking system, with its head office at 
Washington and with twelve “regional” 
banks in the respective districts. The 
fact that the head office is. in Washing- 
ton, now appropriately housed among 
‘the numerous marble palaces of the im- 
posing but somewhat gloomy Constitu- 
tion Avenue, indicates the governmental 
character of the Federal Reserve Sys- 
tem. This location of the central bank- 
ing system’s head office is in harmony 
with the prevailing idea of credit con- 
trol by public authorities. The record 
of monetary and credit control from 
Washington thus far lacks impressive- 
ness. 
@ 


RE we to have another serious de- 

pression as a sequence of the Octo- 
ber near panic in the stock market? 
This is a question now being widely 
discussed, and while no definite answer 
to it has as yet been given, the weight 
of opinion would seem to favor a nega- 
tive reply to the inquiry. 

Generally speaking, the course which 
leads to a depression may be thus out- 
lined. Recovery, at first proceeding 
slowly, gains momentum until it reaches 
what is usually styled “a boom.” When 
this latter stage reaches a culminating 
point; that is, when prices of securities 
or of commodities have sharply and al- 
most uninterruptedly risen to a high 
point, and when bank credit and bank 
reserves are approaching exhaustion, 
the conditions are ripe for a panic. It 
may be precipitated in a variety of 
ways, and from events often trivial in 
themselves—an injudicious utterance by 
a high public official, by rumors of 
war; in fact almost any act or rumor 
may furnish the spark that ignites the 
flame. 


The reason that many careful ob- 
servers do not see any danger of another 
serious depression in the immediate 
future evidently rests on, their belief 
that depressions do not tread upon one 
another’s heels. They think that the 
“late” depression is not far enough in 
the background to be followed by an- 
other. Nor do they consider that recov- 
ery has proceeded far enough to en- 
gender conditions usually preceding a 
panic and its subsequent depression. 
Certainly, the condition of credit and 
of bank reserves is not such as usually 
accompanies panics and depressions. It 
is exactly the reverse. 

Without venturing into the always 
hazardous domain of prophecy, the hope 
may be expressed that those who fore- 
see no serious depression may be right. 
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PROSPECTS for an early balancing 
of the Federal budget are not very 
bright, although President Roosevelt 
seems to be confident that his efforts 
to attain a balance for the fiscal year 
1938 will be successful. He was com- 
pelled to admit, however, in his most 
recent statement on the subject, that his 
earlier estimate of a deficit of $418, 
000,000 for the present fiscal year had 
to be revised upward to $695,000,000, 
or an increase of $277,000,000 from his 
figures as given out in April. 

With the outlook for decreasing reve- 
nues, and the continued pressure from 
various groups for more and more 
funds from the Treasury, it is not easy 
to discover on what ground the Presi- 
dent’s confidence rests. 

Cash is flowing into the Treasury in 
large amount from payments on account 
of social security, and as this is re 
ceived it is placed in the general fund 
and bonds of the United States placed 
in trust in exchange. While this in- 
creases the public debt, it does not im- 
mediately at least add to the existing 
deficit. But if the funds coming in on 
account of social security taxes are dis 
bursed as a part of ordinary expe 
tures—which seems to be actually the 
case—a different situation will arise 
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when the time arrives, as it soon will, 
when payments must be made to the 
beneficiaries of the Social Security Act. 
True, the Treasury will have bonds in 
the trust fund; but bonds are not cash, 
and to procure this they will have to 
be sold, thus probably further inflat- 
ing the already swollen condition of the 
banks. 

The President’s efforts to balance the 
budget, in view of existing conditions, 
can succeed only if expenditures are 
sharply pared. Is the prospect in this 
direction encouraging? This question 
will be answered by the disposition of 
Congress. 

tO) 


LOOKING at the proceedings of the 

Boston convention of the American 
Bankers Association in restrospect, one 
is moved to inquire whether these con- 
ventions could not be made of greater 
interest to bankers and to the public 
than they usually are. And in raising 
this question it is not’ intended to single 
out the recent convention as excep- 
tional, nor is it aimed to reflect in the 


BRANCHES IN PRINCIPAL CITIES 


least degree upon those responsible for 
the convention programs, nor. upon the 
American Bankers Association itself. 
But it may be that the programs are 
susceptible of improvement, and some 
suggestions are offered solely’ with that 
end in view. 

Outside the city in which the conven- 
tions are held, the proceedings rarely 
make the front pages of the great metro- 
politan newspapers, but are published, 
if at all, in obscure corners of the 
papers. 

And yet it would seem that the an- 
nual meeting of this large and repre- 
sentative body of American bankers 
should be an event of great news in- 
terest. That it has not been so may be 
due to the nature of the proceedings of 
the convention. It is not intended to 
convey the idea that what the bankers 
do and say at these conventions can 
compete in their sensational aspects 
with many of the current events which 
occupy so much prominent space in the 
newspapers. Still, these proceedings 
possibly could be provided with so wide 
and live an amount of material affect- 
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ing the public welfare that the news- 
papers could not afford to ignore them, 
as they practically do at present. 

There is, perhaps, no other form of 
business activity that enters so univer- 
sally into the lives of our people as 
banking does. If this intimate relation 
could be made evident at the conven- 
tions, a news value would be supplied. 

In what direction might the proceed- 
ing be improved? 

First, are not the programs over- 
weighted with too much banking lore, 
however valuable in itself? The intel- 
ligence of bankers, while no doubt 
above the average, is scarcely capable 
of assimilating the huge mass of bank- 
ing information produced at these an- 
nual gatherings. To the general public 
—to those with whom the banks deal— 
the proceedings must look pretty drab 
and dry. 

Might it not be advisable to reform 
the respective divisions of the American 
Bankers Association as they now exist? 
These divisions, whatever their respec- 
tive names, all have to do with bank- 
ing. Suppose that they were discarded 
and replaced by a single banking divi- 
sion, in which all banking questions 
could be considered, and a public di- 
vision created, in which would be con- 
sidered those problems of general and 
vital public interest, which nevertheless 
indirectly are powerful in their rela- 
tion to banking. 

In this public division, which should 
be open to the people in general, could 
be discussed economic, social and even 
political questions, if the latter discus- 
sion could be kept free of partisan 
rancor. 

It might be well for the bankers who 
are so desirous of cultivating better 
public relations to admit to the plat- 
form one of the severe critics of the 
banks, so that his assertions could be 
publicly met by bankers themselves. 
The outside viewpoint toward the busi- 
ness of banking cannot be ignored. 
Something might be gained by having 
this viewpoint aired at the conventions 
and the truth presented as seen by the 
bankers. 

Possibly, the programs would be 
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more interesting if the reading of 
lengthy papers were dispensed with, ex- 
cept in a few special cases, and if these 
papers were printed and placed in the 
hands of delegates for such discussion 
as might be desired. 

The proceedings would be popular- 
ized by having as a speaker at each 
convention someone of outstanding 
reputation in his special field, whether 
directly related to banking or not. 

If the conventions are to permit other 
than banking questions to be consid- 
ered, the time allotted to this part of 
the program should be so limited as not 
to interfere with the due consideration 
of banking problems. 
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URGES CHANGE IN IMMIGRATION 
POLICY 


WitH immigration reduced to a thin 
trickle and all alien departures in the 
United States actually exceeding all 
alien arrivals during the past year, 
The Index of The New York Trust 
Company declares that the wages of 
unskilled labor are certain to rise and 
compel widespread readjustment of 
costs throughout the country. 

“In view of the many disadvantages 
which apparently follow an extreme 
course—either a too rigid control of 
immigration or a lack of effective re- 
striction,” the bank review says, “—the 
question arises ‘would not a more mod- 
erate and possibly flexible policy tend 
to eliminate the difficulties and re 
dound to the advantages of the entire 
present populace—labor and _ capital 
alike?’ Much of our present labor force 
can not or will not perform certain un- 
skilled tasks—both for reasons of lower 
income and prestige—yet much of the 
unskilled work and the productivity of 
the country will always depend on 
performance of these tasks. 

“It might be, therefore, the wiser 
course to permit a reasonable replenish- 
ment, related to demand, of the un- 
skilled labor force as a basis and op- 
portunity for a higher economic 
social status for the native and older 
immigrant worker.” 
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Monetary Management, Corporate 


Financing and Business Recovery 


By Dr. A. Pxitie Woo.irson 
Economist, Member of the New York Bar 


OBABLY the most important fac- 
tors affecting the outlook for in- 
creasing corporate financing over 

the next several years are the uncer- 
tainty as to the future of long-term 
money rates and the confusion as to 
the Administration’s economic pro- 
gram. Assurance of continued low 
long-term money rates would at best 
probably result only in maintaining the 
high volume of corporate refunding is- 
sues characteristic of the past two 
years; but it would seem that only a 
revision of the Administration’s eco- 
nomic philosophy would induce a sub- 
stantial revival in the volume of new 
capital issues. 

A brief survey of recent developments 
in Federal Reserve and Treasury op- 
erations would seem to indicate the defi- 
nite possibility that the monetary man- 
agement authorities will be successful 
in maintaining the long-term money 
rates at about the current low levels, 
which has apparently been their major 
objective. Recent political develop- 
ments, however, render it increasingly 
doubtful whether new corporate financ- 
ing of normal proportions necessary 
for the maintenance of a prosperity 
level of the volume of business is in 
the picture. 

When the Federal Reserve authorities 
came to the conclusion that the abnor- 
mal volume of member bank excess re- 
serves might form the basis for unwise 
extensions of member bank credit, and 
with the continued improvement in 
business might readily lead to specula- 
tive excesses in the commodity markets, 

e decision was reached that a sharp 
decline in the excess reserve position 
should be accomplished. It was appre- 
ciated that not only did this excessive 
volume of excess reserves increase the 


danger of commodity price inflation, 
but the experience in the last six 
months of 1936 had indicated that the 
pressure of the excess reserves had led 
to some inflation in the values of Gov- 
ernment securities. 


The Policy of Increasing Bank 
Reserves 


To avoid the inflationary potential- 
ities implicit in the large member bank 
excess reserve position, the Federal Re- 
serve authorities courageously increased 
member bank reserve requirements to 
the full limit permitted by our bank- 
ing law. The theory at the time the de- 
cision was reached, seemed to be, that 
after the increase in reserve require- 
ments an outstanding volume of mem- 
ber bank excess reserves aggregating in 
the neighborhood of 500 million dol- 
lars would be ample to maintain a 
reasonable level of long-term money 
rates and provide the basis for an ade- 
quate expansion of member bank credit 
incident to the continued improvement 
in business. 

However, two apparently unforeseen 
factors developed to nullify somewhat 
the objectives of the Federal Reserve 
authorities. In the first place a large 
international speculative position had 
been built up in various commodities, 
either due to the international rearma- 
ment requirements or due to the fear 
or the hope of price inflation in the 
United States. The sharp price rises 
also apparently encouraged an infla- 
tionary psychology on the part of vari- 
ous commercial bank customers. The 
result was that specific banks, rendered 
uneasy by the sharp rise in commodity 
prices, felt uncertain about the main- 
tenance of the then existing level of 
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Government security prices, and felt it 
advisable to liquidate part of their in- 
vestment portfolio, while at the same 
time other banks found it necessary to 
liquidate Government securities to meet 
the demand for funds for increased 
commercial loans and to meet the in- 
creased reserve requirements. That 
some liquidation of an inflated Gov- 
ernment security price situation was in- 
evitable and necessary cannot be ques- 
tioned. The danger, however, was that 
the recession in Government security 
prices might be carried to unjustified 
levels and might seem to give justifica- 
tion to those inflation-minded writers 
who for a considerable period had been 
forecasting a rise in the yields on long- 
term Government securities to levels 


comparable to those prevailing in the 
1920-21 period. 


Results of the Inflow of Gold 


The other unforeseen disturbing fac- 
tor was the continued extraordinary in- 
flow of gold from abroad which threat- 
ened to unstabilize our credit structure 
if the Treasury failed to continue its 
gold sterilization policies. The con- 
tinued gold inflow may have been due 
in part to the continued expatriation 
of foreign funds for capital investment 
or for deposit in our markets; or in 
part it may have been due to the de- 
hoarding of gold to take advantage of 
speculative possibilities in commodities 
and securities before a real price infla- 
tion got under way, or because of fear 
of a change in the price of gold; or 
in part it may have been due to new 
gold production seeking the best mar- 
ket. In any case, the inflow of gold 


was of such staggering proportions, it. 


was believed, that unless effectively 
sterilized, an inflated excess reserve po- 
sition would again be built up nullify- 
ing to an important degree the existing 
credit control policies of the Federal 
Reserve System. 

The result then was that our mone- 
tary authorities were forced by de- 
velopments to cope with perplexing 
problems if they wished to continue in 
control of the credit situation. Ob- 
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viously, a sharply falling Government 
security market might be a dangerous 
shock to public confidence in the bank- 
ing system, as well as a matter of seri- 
ous concern to the bankers themselves, 
Quite as obviously, a sharp increase 
in excess reserves might under the then 
existing inflationary psychology evident 
in important quarters readily lead to 
an undesirable rise in the commodity 
price level and produce serious mal- 
adjustments in the economic system. 
Some way had to be found of continu- 
ing control over the money rate struc- 
ture, and yet prevent the development 
of maladjustments. The result was that 
the Treasury continued its gold steril- 
ization policy, while at the same time 
the Federal Reserve System, to support 
orderly trading in the Government se- 
curity market and to restore confidence 
in financial centers, purchased Govern- 
ment securities in the open market. 
Thus it was, because of unforeseen de- 
velopments, that on May 1, when the 
full 100 per cent. increase in member 
bank reserve requirements became effec- 
tive, instead of there being outstanding 
an aggregate of about 500 million of 
member bank excess reserves, there was 
outstanding about 890 million; the 
Government security market and the 
high-grade bond market showed distinct 
evidence of improvement after their un- 
settlement, and long-term money rates 
showed signs of settling down to yields 
moderately higher then than those pre- 
vailing at the beginning of the year. 
Developments during the summer, 
however, indicated the inadequacy of 
the excess reserve position of the mem- 
ber banks in the leading money cen- 
ters, particularly in New York City. At 
the same time the decline in the Gov- 
ernment security holdings of the com- 
mercial banks continued, and the high- 
grade bond market continued hesitant. 
The result was that discount rates at 
the several Federal Reserve banks were 
reduced, and: towards the middle of 
September further steps toward easing 
the member bank reserve position were 
taken. The monetary management au- 
thorities at that time found it advisable 
to release some of the sterilized gold 
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and to authorize central bank open- 
market purchases of short-term Govern- 
ment securities. 


The Lag in Corporate Financing 


It is problematical whether in the 
light of the widespread uncertainty as 
to the economic program of the Admin- 
istration that the various monetary 
measures that have been taken will be 
of themselves sufficient to maintain con- 
fidence in investment values and induce 
the increasing corporate financing pre- 
requisite to business recovery. 

It is one thing for our monetary man- 
agement authorities to express interest- 
ing generalizations about “exerting an 
influence toward the maintenance of 
easy money conditions for the encour- 
agement of full economic recovery.” 
However, that there is a weakness in 
this kind of approach would seem to 
be indicated by two facts: 

(1) That the Reserve authorities had 
never apparently clearly decided what 
exact level of long-term money rates 
represented their ultimate objective. 

(2) How an easy money policy could 
satisfactorily further economic recov- 
ery in the light of the uncertainties 
created by the Administration’s eco- 
nomic philosophy. 

As to the low money rate objective 
of the monetary management author- 
ities, it is, of course, true that it is 
easier to look backward and criticize 
than to look forward and make con- 
structive proposals. Certainly, how- 
ever, when long-term Government se- 
curities, in the face of rising business 
and rising commodity prices, continued 
to rise until on the average they reached 
levels which represented yields of only 
slightly more than 2 per cent., the bur- 
den of proof rested with the central 
bank as to the permanence of such low 
long-term money rates in the light of 
continued business recovery. It is a 
matter of common knowledge that the 
tremendous over-subscriptions to new 
Treasury issues, particularly in 1936, 
did not represent investment demands 
in toto but were due in part to a specu- 
lative inflated situation in the Govern- 
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Six weeks is a short time 
in the life of a bank. Yet in 
that time we have been able 
to transform banking quar- 
ters for many a bank. At the 
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ment security market resulting from the 
faith of investors in the successful per- 
petuation of “easy money” conditions 
through monetary management and in 
part to “hoarding” of funds by investors 
in the form of Government securities. 
It would seem that if the Reserve au- 
thorities had had in mind orderly 
money market conditions the rise in 
long-term Government. security prices 
would not have been allowed to pro- 
ceed to the levels reached early this 
year, and the consequent relapse in 
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prices and break in investment confi- 
dence might have been avoided. It is 
probably correct to say, however, that 
the Reserve authorities, apparently un- 
der the influence of Treasury financing 
requirements, had found it advisable to 
permit long-term money rates in a busi-, 
ness recovery period to decline to levels 
even lower than those which had char- 
acterized the recent period of marked 
business recession. 

That our monetary management au- 
thorities seem to have been of the opin- 
ion that an easy money policy and 
the prevention of credit excesses were 
the principal if not the sole essentials 
for the continuances of business recov- 
ery would seem to be suggested by cer- 
tain statements it the May, 1937, issue 
of the Federal Reserve Bulletin. In 
that issue, the Reserve authorities, com- 
menting on the increase in reserve re- 
quirements and the elimination of about 
3 billion dollars of excess reserves, 
expressed the thesis that the customary 
instruments of credit policy, namely, 
open-market operations and discount 
rates, would now be effective instru- 
ments of control. As the Reserve Board 
expressed it, “through elimination of 
about 3 billion dollars in these ex- 
cesses, the Federal Reserve System was 
brought into closer contact with the 
market and was placed in a position 
where sales or purchases in the open 
market could tighten or ease the market 
conditions in accordance with the pub- 
lic interest. In this way open-market 
operations, a far more flexible instru- 
ment of credit policy than changes in 
reserve requirements, have once more 
become effective means of exerting the 
System’s influence on credit condi- 
tions.” 

The theory of the relation of credit 
regulation to business prosperity im- 
plicit in this expression of credit policy 
can be best understood if we recall the 
conditions prevailing in the period from 
1923 to early 1928, when the Federal 
Reserve System was considered as 
markedly successful in stabilizing our 
business situation. At that time the 
general concept of Federal Reserve 
policy was that by judicious purchases 


THE BANKERS MAGAZINE 


and sales of Government securities and 
acceptances in the open market, that 
the member bank credit system could 
be to a degree regulated, the prevention 
of credit excesses attained and business 
improvement encouraged. At that time 
it was commonly understood that the 
banks generally preferred not to be in 
debt to the Federal Reserve System. At 
that time the level of commodity prices 
and the level of industrial production 
were probably the most important fac- 
tors in determining central bank open- 
market operations. 

Such was the theory in a period when 
money rates were substantially higher 
than those now currently prevailing; 
when the member banking system was 
in debt, in varying amounts to the Fed- 
eral Reserve banks, and when the Fed- 
eral Government was not engaged in 
any drastic economic reform programs. 

The contrast with conditions presently 
prevailing, so far as central bank credit 
operations are concerned, is marked. 
Because of the changed member bank 
reserve position the position today with 
reference to money rates, for example, 
is in marked contrast to the condition 
prevailing in the pre-1929 decade. To- 
day, long-term rates are 144 to 1% 
per cent. under the 1922-28 level, and 
short-money rates are at considerably 
lower levels than those prevailing in 
any previous business recovery period. 
Today no interest need be paid by the 
banks on demand deposits and the aver- 
age rate paid on time deposits is about 
14% per cent. less than was paid, in 
the pre-1929 decade. It is to be noted 
also that the contrast in the velocity 
of bank deposits currently as compared 
with the 1923-28 period is especially 
marked. It would seem that the cur- 
rent low velocity of bank deposits is a 
reflection in important degree of the 
uncertainty of bank depositors as to po- 
litical and financial developments. 

It would seem moreover as a result 
of recent financial developments that 
in spite of the express statements of 
Federal Reserve policy with respect to 
the maintenance of low money rates, 
that in the face of current easy money 
conditions, the Reserve authorities are 
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now none too confident that continued 
low money rates will induce sufficient 
credit expansion to finance the increas- 
ing volume of business desired. The 
facts would seem to indicate that the 
Reserve authorities are working toward 
maintaining the level of long-term Gov- 
ernment security yields at about the 
current level of 214-234 per cent., in 
the hope that the prevention of rising 
money rates will be instrumental in in- 
ducing increasing commercial demands 
for credit, in stimulating corporate 
financing, and so maintaining a pros- 
perity level of the volume of business. 

It is in this connection that central 
bank credit control policies have to 
take into consideration the point of view 
of the commercial banking system as to 
the volume of excess reserves that they 
wish to maintain in the light of exist- 
ing domestic and foreign uncertainties. 
Just as the Treasury has pursued a 
policy of sterilizing gold inflows; just 
as the Federal Reserve System through 
its increase in reserve requirements has 
effectively prevented some 3 billions 
of member bank reserves from forming 
a base for primary credit expansion; 
so the commercial banking system has 
also apparently decided that circum- 
stances render it advisable to keep in- 
active a volume of reserves of some- 
thing like one billion dollars. 

Just as in the pre-1928 period the 
commercial banking system in the ag- 
gregate endeavored not to go too deeply 
into debt to the Federal Reserve Sys- 
tem, so it is conceivable that we have 
come into a period where the commer- 
cial banks prefer to maintain a volume 
of excess reserves of sizable propor- 
tions so as to be in a position of com- 
plete independence to meet any pro- 
spective demands. It is thus conceivable 
that the member banks may prefer to 
maintain an extraordinary volume of 
excess reserves, even at the expense of 
meeting increased commercial demands 
by liquidating their investment port- 
folio. Because of current uncertainties, 
the monetary management authorities 
may find then that to maintain the cur- 
rent level of long-term money rates and 
to provide funds to meet commercial, 
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currency, and governmental require- 
ments, may necessitate that there should 
remain outstanding a volume of mem- 
ber bank excess reserves ranging some- 
where about one billion dollars. 

That the maintenance of so large a 
volume of member bank excess reserves 
is the result of current domestic and 
foreign uncertainties is suggested by 
the following considerations: 

(1) The banks in time will recover 
a degree of confidence in the continu- 
ance of current money rate levels. Be- 
cause of current political uncertainties, 
they will, however, be in no great hurry 
to increase their portfolios of long-term 
Government securities. At the same 
time the commercial banks feel uncer- 
tain as to the time when the Federal 
Reserve will begin to liquidate their 
Government security portfolio. It is 
reasonable to assume, however, that the 
Federal Reserve banks will find it un- 
wise for some time to come to sell Gov- 
ernment securities in the open market, 
if they wish to encourage retention by 
the banks of their existing long-term 
Government security investments. The 
Federal Reserve, in their open market 
operations, as indicia of credit control, 
will have to look to what level of ex- 
cess reserves the commercial banking 
system will desire to maintain in the 
light of prospective commercial, gov- 
ernmental, and foreign demands for 
funds. 

(2) An increase of two billion dol- 
lars or more of commercial loans ex- 
tended by the commercial banking sys- 
tem is within the range of possibility 
over the next several years once cur- 
rent fears are dissipated. Under exist- 
ing reserve requirements, a two billion 
dollar increase in commercial loans 
will result in a two billion dollar in- 
crease in demand deposits, and on the 
basis, let us assume, of a 20 per cent. 
average reserve balance required, the 
commercial banks in the aggregate 
will find their excess reserves reduced 
by four hundred million dollars. This 
in itself is not alarming, but if the 
commercial banks feel that they would 
prefer to liquidate Government security 
holdings rather than to allow their ex- 
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cess reserve balances to be reduced, 
then the situation so far as the outlook 
for long-term money rates is concerned 
becomes a matter of serious concern. 
In that case the central bank author- 
ities will find that increased commer- 
cial requirements will necessitate in- 
creasing purchases in the open market 
by the Reserve banks to maintain a 
level of long-term money rates approxi- 
mating that presently existing. 

(3) It is further conceivable that the 
commercial banking system because of 
continued budgetary deficits, may be 
called upon over the next few years to 
take on between one and two billion 
dollars of new Government securities. 
In a situation such as this it may be 
assumed that the commercial banks 
will not feel comfortable unless they 
have a substantial volume of excess re- 
serves that they can count on without 
being pressed for funds. 

(4) Again the larger commercial 
banks particularly feel the responsibil- 
ity of being able to meet all prospective 
foreign and domestic demand for funds. 
The increased importance of the United 
States in international deposit banking 
and the inflow of gold from abroad 
since the devaluation of the dollar have 
resulted in a substantial increase in the 
volume of what may be called “short- 
term” deposits outstanding in the com- 
mercial banking system. No soundly 
conducted commercial bank will feel 
comfortable if it is in a position where 
a large volume of foreign funds can 
leave our markets or where it may lose 
a significant proportion of interbank 
balances, and force the bank to go into 
debt to the Reserve System to meet such 
a situation. It is, of course, true that 
the stabilization fund has enough gold 
to meet any potential foreign demands. 
It is also true that the Federal Reserve 
System is in the position to meet any 
conceivable requests for funds from the 


commercial banking system. The point, 
however, is that the commercial banks 
themselves have no desire to be forced 
into debt at the Federal Reserve to’ 
meet the demand for repayment of 
claims. 

It will thus be seen that effective cen- 
tral bank credit regulation with a low 
long-term money rate objective, in the 
light of the current commercial bank- 
ing position and in the light of cur- 
rent uncertainties domestic and foreign, 
requires that a large volume of excess 
reserves remain outstanding in the 
money markets if long-term bond yields 
are to be prevented from rising unduly. 
Current developments indicate that a 
volume of at least one billion dollars 
of member bank excess reserves is 
necessary if the Federal Reserve System 
is to continue to be successful in main- 
taining the high level of Government 
security prices in the current period of 
business uncertainty. When the capital 
market becomes more confident of the 
effectiveness of central bank credit con- 
trol in maintaining a prosperity level 
of business, and in maintaining rela- 
tively low long-term money rates, a 
marked impetus will be given to the 
volume of corporate financing both of 
new and refunding issues. Such in- 
creased confidence would seem to de- 
pend upon the success which our mone- 
tary management authorities may have 
in overcoming the disquiet in the minds 
of business men and investors in the 
current period of perplexity as to the 
Administration’s economic objectives. 
So long as the Administration continues 
its unfortunate academic experimenta- 
tion upon the country’s general eco- 
nomic structure, just so long will the 
efforts of the monetary management 
authorities in maintaining low money 
rates be of only academic importance 
in stimulating a sustained business re- 
covery. 





THE BANK’S INVESTMENTS 


N interesting address was made by 
H. H. Harris, vice-president, First 
and Merchants’ National Bank, 
Richmond, Va., before the clearing- 
house round-table conference, held in 
connection with the convention of the 
American Bankers Association at Bos- 
ton. The exact title of this address was 
“Correspondent Bank Relationship; 
Spaced Maturities, and Sources of In- 
vestment Information.” The latter part 
of the topic related to banks of $1,000,- 
000 to $5,000,000 deposits. The main 
portions of this address follow: 

“Until recent years, banks of the size 
under discussion had no difficulty in 
employing their funds by means of 
loans to individuals and industries in 
the local community. However, in the 
vast majority of cases the demand from 
these sources has shrunk until most 
banks have to seek employment for a 
very large percentage of their funds in 
other directions. While the ratio of 
funds for employment in other than 
regular channels may have reached its 
peak and, for that matter, may recede 
to some extent, I think it is essential 
that the banker of the future should pre- 
pare himself to employ a large percent- 
age of his funds, possibly a predomi- 
nant part, in investment securities. 


The Spacing of Investments 


“Before the investment of these funds 
can be approached properly, it is neces- 
sary that a careful analysis be made of 
the bank’s business, with proper pro- 
vision for primary and secondary re- 
serves, which should consist of cash and 
high-grade paper, including United 
States Treasury bills and notes, due 
within two years. The secondary re- 
serve should be spaced so that some ma- 
turities will become due in practically 
every month, and the amount of such 
reserve will depend, of course, upon the 
conditions surrounding the individual 
bank. Under existing conditions, the 
secondary reserve should be adequate 
with respect to two tests, to-wit: (a) it 


should be adequate for the replenish- 
ment of primary reserve, either through 
the process of allowing such assets to 
run off or through their sale in the open 
market; (b) in addition, it should be 
adequate in the further sense that a 
hank should never find it necessary to 
sell investment bonds in a weak mar- 
ket, thereby entailing losses. The latter 
point is especially important, if a bank 
holds a considerable amount of long- 
term bonds. 

“This brings us to the principles in- 
volved in determining the policy in 
connection with the bond account it- 
self. In approaching this matter, we 
must assume several things: first, that 
the primary and secondary reserves in 
the aggregate are sufficient to take care 
of the normal seasonal rise and fall 
in deposits, as well as the demand for 
local loans; second, that the bond ac- 
count will be called on only to take 
care of demands arising from unusual 
situations or conditions. As a matter 
of principle, we must assume that sec- 
ond grade bonds have no place in a 
bank’s portfolio and that bonds pur- 
chased are bought with the idea of fur- 
nishing prime security with a reason- 
able income and not for profit through 
sale. 

“There are now hundreds of banks 
throughout the country that have no 
definite investment policy but which 
hold many millions of dollars of United 
States Government and other bonds. It 
is these banks that find themselves in 
the position of having to dump their 
bonds in weak markets and by so doing 
greatly accelerate an already weak mar- 
ket situation. In my opinion, all the 
vast powers of the Federal Reserve Sys- 
tem and the Treasury Department are 
insufficient to stabilize the bond market 
so long as any considerable volume of 
Federal securities are held by banks 
without a policy. 

“When it comes to making proper 
investments, frequently banks find them- 
selves ‘holding the bag,’ for generally 
bond prices are low during a period 
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when loans are at their peak and when 
deposits have declined. Conversely, 
when bond prices are high loans are 
at a low level and deposits are high, 
leaving the banks with large funds 
seeking investment opportunity. Added 
to this is the hazardous task of trying 
to guess changes in interest rates and 
changes in bond market trends. Our 
problem is to devise a system whereby 
the bank’s funds are not being invested 
constantly during the periods of low 
interest rates, and to endeavor to elimi- 
nate to a large degree the guesswork 
in investing. 

“The spacing of maturities so that 
securities will fall annually will pro- 
vide the bank with a steady flow of 
funds for investment. Some of these 
funds will be available during periods 
when bonds are high; others will come 
due during periods when bonds are at 
depression levels, with the result that 
the account, on the average, will be dis- 
tributed equally between bonds on a 
low yield basis and bonds on a more 
attractive basis. Of course, the ideal 
spaced maturities account is one in 


which equal amounts fall due annually 
over a period of about ten years. Very 
few banks are now in such an enviable 
position. There are several distinct dis- 
advantages to be encountered in en- 
deavoring to convert one’s bond account 
into such a position in the immediate 


future. First of all, there is a distinct 
scarcity of good bonds maturing over 
the next ten years, and, secondly, even 
if they were available, the prices at 
which such maturities are selling today 
necessarily would mean a considerable 
sacrifice in income from funds switched 
from longer maturities. It seems de- 
sirable, therefore, not to undertake im- 
mediately such a conversion but rather 
to work, in a gradual way, to its ac- 
complishment. 


Earlier Maturities Favored 


“There is another important point to 
be considered in putting such a pro- 
gram into effect in so far as the invest- 
ment of new funds is concerned. At 
this time the very low interest rates and 
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the very high bond prices justify us, I 
think, in the conclusion that more favor- 
able conditions will be available in the 
future for the employment of these 
funds, and, therefore, I suggest that any 
new funds available for investment pur- 
poses be concentrated in the earlier ma- 
turities, such as those of from three to 
five years, with the idea in view that 
at the time they mature conditions may 
be more favorable for equalizing the 
maturities. Naturally the income from 
these funds will be somewhat less than 
if the funds were equally divided among 
all maturities. Of course, it may be 
said that the main disadvantage in such 
a program is that it does not permit 
the use of intelligence in guessing in- 
terest rates. My contention is that this 
is not a disadvantage but one of the real 
reasons why such a program is sug- 
gested, for it takes the guesswork out 
of investing and gives the bank a steady 
flow of income and funds for invest- 
ment. The plan: likewise eliminates 
bond profits, but it also operates vice 
versa to reduce bond losses to a mini- 
mum and make it unnecessary, or at 
least seldom necessary, to sell bonds. 
It also simplifies the investing problem, 
for upon the receipt of cash annually 
the banker is in a position to determine 
whether this cash is to be used to pay 
out deposits, make further loans, re- 
place secondary or primary reserves, or 
reinvest in additional ten-year prime 


bonds. 
Assistance from Correspondent Banks 


“We come now to the question of cor- 
respondent bank relationship and pro- 
cedure as relates to investments, and 
on this point I have a very definite feel- 
ing that-many smaller banks overlook 
an opportunity to obtain valuable as- 
sistance in their investment problems 
without cost to themselves. In the past, 
most of the larger city banks were en- 
gaged actively in the distribution of se- 
curities, which policy in itself elimi- 
nated, to a large extent, their usefulness 
to their correspondent banks from an 
investment counselor standpoint. Such 
a condition does not exist today. 
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“Tt also is true that until the last few 
years the larger city banks did not have 
to employ such a large percentage of 
their funds in bonds and consequently 
did not have elaborate information on 
a great many securities. At the present 
time the larger banks are confronted 
with the same problem as the smaller 
banks, that is, the question of investing 
large amounts in bonds, and, as a re- 
sult, in many cases they have built up 
large and efficient investment depart- 
ments in which they have officers and 
employes whose business it is to do 
nothing but study investments. Almost 
without exception, the information in 
the files of these banks and the judg- 
ment of their officers is available to 
their correspondent banks. It is my 
opinion that to a large extent many 
banks have not availed themselves of 
this assistance, and, in cases where they 
have sought the guidance of their bank 
correspondents, they have gone about 
it in a haphazard, careless way, thus 
making it impossible to obtain the best 
results. For instance, instead of pre- 
senting their problem in a full and in- 
telligent manner, it has been the custom 
of many bank officials, when seeking 
investment advice, to write to their cor- 
respondent banks and ask what bonds 
they would purchase at that time. A 
still more frequent practice is to send 
in a list of bonds, possibly arranged 
alphabetically, and ask the investment 
officer to go over the list and suggest 
which bonds should be held and which 
bonds disposed of. In order to get the 
best and most helpful advice, the prob- 
lem should be presented with a full 
background of the bank’s situation. I 


New York City 


think it would be very helpful if the 
officer presenting the problem would 
arrange in each case for a personal 
consultation on general policy outlook. 
Of course, these problems should be 
presented at regular and frequent in- 
tervals. 

“IT am inclined to think that pos- 
sibly one of the most effective ways of 
presenting such problems is for banks 
desiring assistance to analyze carefully 
their own situations and securities, and 
present their analyses to their corre- 
spondent banks for criticism and sug- 
gestions. In my opinion, much benefit 
should accrue to the bank that chooses 
wisely its city correspondents, with the 
idea in view of selecting those that are 
in position to help them with their in- 
vestment problems. 


Sources of Investment Information 


“The third question to be discussed 
relates to sources of investment in- 
formation for a bank with from $1,000,- 
000 to $5,000,000 of deposits. The 
sources are numerous and can be sum- 
marized briefly as follows: 

“NATIONAL STATISTICAL OR- 
GANIZATIONS. | refer to such organ- 
izations as Standard Statistics, Moody’s, 
Poor and Fitch. Through their large 
statistical organizations, these concerns 
are in position to assemble and dis- 
tribute, by reason of their various serv- 
ices, excellent information as to his- 
torical background, as well as current 
information pertinent to most all of 
the listed securities in which a bank 
would be interested in investing its 


funds. 
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“INV EST MENT COUNSELORS. 
There are numerous specialists in in- 
vestment problems who have built up 
organizations through which, for a fee, 
they supervise investment accounts and 
furnish all desired information on in- 
vestments. 

“INVESTMENT HOUSES. If se- 
lected carefully, much information can 
be obtained from investment houses 
specializing in marketing different se- 
curities, such as United States Govern- 
ment bonds, state and municipal bonds, 
railroad bonds, public utilities and in- 
dustrials. Many of these houses are 
not only dependable but, in addition, 
have a vast store of up-to-date informa- 
tion which is available to customers. 
Generally they receive their compensa- 
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tion for service rendered through 
handling the purchase and sale of se- 
curities in their line. 

“FINANCIAL PUBLICATIONS. 
There are many financial publications, 
such as Commercial and Financial 
Chronicle, Wall Street Journal and 
other large metropolitan publications, 
which give valuable information on 
earnings and current trends. 

“ANNUAL REPORTS. Never before 
have corporate executives been so frank 
and complete in their annual reports, 
Bondholders do not receive these re- 
ports unless they request the corpora- 
tions to put them on their mailing lists 
to receive them; however, my observa- 
tion is that these reports are always 
available if requested. 

“CORRESPONDENT BANKS. We 
have information available through the 
facilities of correspondent banks, which 
we have discussed already. 

“SUPERVISORY AUTHORITIES. In 
recent years the various supervisory au- 
thorities, through their regulations, etc., 
have undertaken to assist banks in their 
investment problems by prescribing cer- 
tain types of investments as suitable for 
banks. 

“Notwithstanding all these sources of 
information, advice and regulations, in 
the final analysis the responsibility for 
the proper and safe investment of a 
bank’s funds rests squarely upon the 
shoulders of those in charge of its man- 
agement, and no amount of outside ad- 
vice or supervision can relieve the man- 
agement of that responsibility. 


Summary 


“What has been said may be looked 
upon as an informal statement of the 
essentials of an investment policy for 
a bank. These essentials may be sum- 
marized in a somewhat more formal 
manner as a series of fundamental prin- 
ciples: 

“1. It is probable that for some years 
to come bankers will be confronted with 
the necessity of placing considerable 
amounts of funds in investment secu- 
rities. 

“2. It is essential that a bank shall 
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first see to it that its primary and sec- 
ondary reserves are adequate before 
proceeding to put bank funds into se- 
curities. 

“3. The adequacy of these reserves 
must take into account the whole posi- 
tion of the bank and in particular the 
investment policy which it proposes to 
follow. 

“4. No investment policy worthy of 
the name should make a place for sec- 
ond grade issues. 

“5. Bonds should be bought for in- 
come and not for profit. 

“6. An investment policy must take 
into account the fact that bond prices 
are generally high when loans are at 
a low level and vice versa. Conse- 
quently a bank’s investment policy 
should not be one which involves the 
investment of funds when bond prices 
are high and the sale of bonds when 
their prices are low. 

“7. The solution of this problem is 
to be found in the proper spacing of 
maturities so that an approximately 
fixed and suitable percentage of bonds 
mature each year. 

“8. Any other policy involves fore- 
casting of the trend of the cycle and 
its effect upon interest rates. No bank 
is adequately equipped for this task, 
nor can it be. 

“9. A bank should base its investment 
policy. upon the principles that invest- 
ments ‘are made for income and not 
for’ profit. Any other policy involves 
the ‘bank in speculation, the risks of 
which it may be ill prepared to assume. 

#10. Smaller banks can rely upon 
city correspondents for investment ad- 
vice, but in doing so such banks should 
disclose to the correspondent all the es- 
sential facts. 

“11. A country correspondent should 
consult the city bank at frequent in- 
tervals. It is unsafe for a bank to buy 
bonds and check up on them only once 
or even twice a year. 

“12. There are a number of excellent 
investment services which can render 
valuable service to the banker, but these 
should be regarded as supplementary 
sources, and not as substitutes for care- 
ful study on the part of the banker.” 


“Not long ago we purchased a copy 
of your recent book PROFITS AND 
PROBLEMS IN SMALL LOANS and, 
to our surprise, we found that we did 
not know much about the small loan 
or co-maker business, although we have 
been very successful in operating a 
co-maker industrial loan business, We 
have read and re-read your book and 
could not refrain from writing you to 
state that we appreciate the work more 
than words can express.” 


WYATT AIKEN, President 


Industrial Finance Company, 
Greenville, 8, C. 


PROFITS 


AND 


PROBLEMS 


IN 
SMALL LOANS 


By HOWARD HAINES 
Cashier, First State Bank 
Kansas City, Kansas 


In this new book the author discusses 
the possibilities and problems of the 
small loan department based not only 
on his own experience but on data 
gathered from bankers in all parts of 
the country who have conducted such 
departments. 


Among other topics Mr. Haines con- 
siders Modernization Credits; Industrial 
Banking; Chattel Loans, Co-Maker 
Loans and Automobile Financing. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


You may send me on approval a copy 
of “Profits and Problems in Small 
Loans” by Howard Haines. At the 
end of 5 days I will either remit $3.50 
or return the book. 
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The Stock Market From the Viewpoint of 


a Commercial Banker 


By WintHrop W. ALpRICH 
Chairman Board of Directors, The Chase National Bank of the City of New York 


JHE recent drastic break in prices 
in the stock market reveals an im- 
paired efficiency of the stock market 

which is not a matter of concern for 
security dealers and brokers alone. It 
is highly important to investors all over 
the country, and to every business cor- 
poration which needs or is likely to 
need new capital or which has matur- 
ities of existing issues to refund. It 
is a matter of concern also to the Fed- 
eral Treasury, and to every state and 
municipality and agricultural credit 
corporation which contemplates new is- 
sues or which has maturities to meet. 
The United States Treasury and the 
states, moveover, are interested not only 
as borrowers but also as tax gatherers. 
This is especially true in connection 
with estate and inheritance taxes. The 
combination of the Federal and New 
York State estate taxes amounts to 22 
per cent. for estates of one million dol- 
lars, 40 per cent. for five millions, 50 
per cent. for nine millions, and over 
70 per cent. for seventy-five millions. 
To pay such taxes very large blocks of 
securities must be liquidated. The 
liquidation of the whole of large estates 
in a thin and inadequate stock market 
might easily bring in less than enough 
cash to pay the taxes not to speak of 
the fact that nothing whatever would 
be left for the heirs. 


The Importance of a Broad Market 
to the Banker 


The efficiency of the stock market is 
very especially a matter of concern for 
the commercial banker. He lends 
against stock market securities as col- 
lateral. He has commercial customers 
who, from time to time as their busi- 
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ness expands, need an increase in their 
permanent capital in order that they 
may safely expand their borrowings at 
the banks. And the commercial banker 
is, therefore, very much interested in 
the existence of a satisfactory securities 
market which can supply new long-time 
capital to his business customers. 

The trust departments of commercial 
banks, moreover, hold, in the aggre- 
gate, a tremendous volume of securities 
in their trust accounts. These accounts, 
constantly scrutinized, require from 
time to time the shifting of investments 
from one issue to another as conditions 
change, in the interest of the safety of 
the principal of the account, and from 
time to time it is necessary that the 
whole or a substantial part of a trust 
fund should be liquidated in compliance 
with the terms of the will or trust agree- 
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ment, if the trust expires, or if other 
contingencies require cash distribution 
of principal to one or another of the 
beneficiaries, or if heavy estate and in- 
heritance taxes have to be paid. 

The relations of the commercial 
banker with the securities market have 
been built up through the years on the 
basis of a broad and active market for 
securities, and the recent demonstration 
that the stock market has been greatly 
reduced in breadth and in activity 
presents a problem of first importance. 


Causes of the Market Break— 
External and Internal 


I would like to make a very sharp 
distinction between two sets of causes 
which have been involved in the recent 
severe break in stock market prices. On 
the one hand I wish to analyze the de- 
velopments in the daily news, the fac- 
tors which lead to changes in the minds 
of investors as to the desirability or 
undesirability of holding stocks at a 
given level of prices and which lead 
men to buy or to sell. And on the other 


hand I wish to consider changes which 
have taken place in the character of the 
market itself which have impaired its 
ability to absorb a given volume of 
selling or buying without exaggerated 


price movements. My main theme to- 
day is the second point. But I wish to 
discuss first the developments outside 
the market which may have induced 
men to buy or to sell. 

In the past, the stock market has been 
regarded as a barometer of business 
conditions. Always, when prices sud- 
denly break, men look about for some 
hidden cause or for some sudden change 
in the tempo of business. As this great 
break has proceeded, such causes have 
naturally been sought for. 


Foreign News 


There has been definitely bad news 
during the summer in the disturbances 
in the Far East, disturbances .which 
might affect our business, and which 
might affect European business. China 
ordinarily takes about 214 per cent. of 
our exports and Japan ordinarily takes 
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7 or 8 per cent. This factor, under 
ordinary conditions, might easily have 
brought about recessions, but could 
hardly have initiated so violent a break. 

From time to time there have been 
disagreeable incidents and disagreeable 
utterances which seemed to increase the 
possibility of war in Europe. But all 
the information which came, by cable 
or telephone, from informed sources in 
Europe when our stock market break 
began, was definitely reassuring. Europe 
remained calmly confident that there 
would be no war. 


Foreign Selling Not Responsible 


The suggestion has been repeatedly 
made that foreign selling was respon- 
sible for the break. But the facts are 
clear that in the course of the break, 
foreigners bought more in our market 
than they sold. There were two weeks 
out of eight in which there was an 
excess of foreign selling. Over the 
whole period from August 4 to Septem- 
ber 29, however, foreigners bought 
more than they sold. Foreign buying 
or selling, moreover, was at no time 
large in volume during this break. 


Business News Did Not Initiate the 
Break 


The break in the stock market may or 
many not have significant consequences 
for business, but it was not initiated 
by a change in the business facts. The 
stock market break began in the middle 
of August. The business figures for the 
whole of August are extraordinarily 
good, and those for September show 
very moderate recession, even when al- 
lowance is made for the seasonal ex- 
pectation of improvement. The be- 
ginning of the break in the market 
found the business community, as dis- 
tinguished from the financial commu- 
nity, incredulous. As the break went 
further, business men, too, raised ques- 
tions and manifested concern lest the 
break itself might lead to a recession 
of business. Business concerns which 
had planned expansion on the basis of 
new financing necessarily decided that 
the plans for the present would have to 
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be deferred. But throughout the break 
there was a sharp contrast between the 
reports which business men generally 
made on the current state of their busi- 
ness on the one hand and the behavior 
of the stock market and the feeling of 
men in financial houses on the other. 


Fluctuations in Investors’ Confidence 
in Political Future 


To say, however, that current busi- 
ness has been good and steady is very 
different from saying that investors’ 
confidence in the long-run future is 
either high or steady. The rapidly in- 
creasing importance of governmental 
action in the field of business has made 
the investing public increasingly watch- 
ful of every governmental move and of 
every indication of future governmental 
policy. Few informed investors are free 
from apprehension regarding the long- 
run consequences of policies already 
inaugurated or of policies proposed. 
And the questioning spreads to wider 
and wider circles as dramatic episodes, 
the implications of which are easily un- 
derstood, arise. The evaluation of the 
political future in the minds of the in- 
vesting public is subject to sharp alter- 
nations. 

{Mr. Aldrich then turned to the main 
theme of his address, which dealt with 
what he considered “the impaired effi- 
ciency of the stock market machinery 
itself.” The summary of his address 
follows.—EbiTor. | 

Let me summarize: A broad and ac- 
tive securities market is of first impor- 
tance to investors, to business corpora- 
tions, to the United States Treasury and 
other public bodies, both as borrowers 
and as tax gatherers, and to the com- 
mercial banks as lenders, investors and 
trustees. The recent drastic decline in 
stocks, on a very moderate volume of 
selling, reveals an impairment of the effi- 
ciency of the stock market that calls for 
prompt correction. This impairment is 
to be explained as the cumulative effect 
of a variety of recent governmental 
policies, many of which can and should 
be modified without abandoning the un- 
derlying policy of eliminating abuses 


from the securities market. The tax on 
capital gains at high bracket income 
tax rates can be changed to a low rate 
flat tax with positive gain in revenue 
to the Treasury. The rule regarding 
trading by insiders can be modified so 
as to restore protective action by in- 
siders on breaks, and still prevent un- 
fair use of inside information. The 
margin requirements can be made a 
flexible instrument of control, rising 
promptly on stock market booms and 
dropping promptly on breaks. The 
great range of uncertainty regarding 
what is allowable in the activity of 
specialists and other dealers can be 
greatly reduced by prompt and clear 
definitions by the Securities and Ex- 
change Commission, and, above all, the 
unfortunate requirement of an “affirma- 
tive proof of justification” can be with- 
drawn. Changed policy can bring back 
into the market the activity of men who 
have knowledge, buying power and 
courage. And all administrative policy 
can be reconsidered in the light of the 
declared policy of Congress in the Bank- 
ing Act of 1935 with respect to the im- 
portance of marketability as an at- 
tribute of investment securities. 
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SAYS LAWYERS SHOULD HAVE 
TWO BANK ACCOUNTS 


AT a recent induction ceremony for at- 
torneys and counsellors of the New 
Jersey Bar Leslie G. McDouall, vice- 
president and trust officer of the Fidel- 
ity Union Trust Company, Newark, 
N. J., delivered an address of “Welcome 
to the World of Business and Affairs.” 

“Be assured always,” said Mr. Mc- 
Douall, that the banker is your friend, 
eager and ready to codperate and to 
aid. Do not hesitate to accept his ad- 
vice, for he lives in a world of prac- 
tical affairs. And I am sure that one 
of the first suggestions he will make to 
you is that you begin your active 
career with two bank accounts, one for 
your own money and the other for the 
money of your clients. Serious em- 
bafrassment may result from disregard 
of this wise counsel.” 





More Goods for More People ” 


By: CLayton R. Burr 
President, National Machine Tool Builders’ Association; President, Niles-Bement-Pond 
Company, Hartford, Conn. 


HE great objective of our machine 

tool industry, the objective which 

all of our engineers and designers, 
executives and operators are striving to 
accomplish, is the extension of that gen- 
eral well-being that is so concisely ex- 
pressed in the phrase “More Goods for 
More People.” That objective inspires 
our efforts to furnish industry with 
more accurate and more productive 
equipment. It is an objective that may 
well command universal respect. It is 
one that has a broad background of suc- 
cess, for every scrap of evidence avail- 
able proves that the development of 
production, transportation and com- 
munication to their present highly 
mechanized state has been accompanied 
by a steady growth in employment and 
a richer, more abundant life for the 
masses of the people. That objective 
expresses our interest, as machine tool 
builders, in the welfare and prosperity 
of all lines of industry, because every 
industry from its inception depends 
upon the services of machine tools. 


More Goods Must Be Produced 


Moreover, the steady flow of more 
goods and better goods to an ever- 
growing population is, as it should be, 
the avowed aim of the Administration 


at Washington. Most of the experi- 
mental legislation that causes us so 
much anxiety has been imposed in the 
name of this ideal. The difficulty is 
that Washington has some novel plans, 
yet unproven, regarding the distribution 
of goods to more people, but has neg- 
lected the important point that there 
must also be more goods produced if 
the distribution is to be permanently 
effective. 

It is apparent that a very important 
requisite has been overlooked, namely: 


_—. 
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understanding and appreciation on the 
part of the Government of the problems 
of industrial management. Our great 
social structure has become so compli- 
cated that it is vitally necessary for in- 
dustry to codperate with the Administra- 
tion, and this we have faithfully tried 
to do. It is quite as necessary for all 
branches of the Government to co- 
operate with the managers of industry. 
That has not been done, and persistence 
in this course is dangerous. 


Failure to Recognize Industry’s 
Problems 


This lack of understanding of indus- 
try’s problems has made us all reluc- 
tant partners in some unusual experi- 
ments. Highly restrictive legislation, 
intended to help the working classes at 
the expense of stockholders, has handi- 
capped some industries to such a de- 
gree that it is doubtful whether they can 
survive under continuation of these 
policies. A very few industries have 
benefited temporarily. Most of us have 
become fearful of the future because of 
the constantly growing burden of Gov- 
ernment debt, of taxes, of mounting 
costs, and rising prices. We are fear- 
ful because our progress toward the 
goal of well-being for all elements in 
our great nation may be destroyed be- 
cause of this lack of understanding of 
industry, and its grave importance to all 
classes of our people whom we are try- 
ing to help. 

We are more disturbed by the current 
recession of business, which. is occur- 
ring in spite of the known shortages of 
housing, foodstuffs, materials and 
equipment. To replenish these needs 
should keep all of our industries run- 
ning at full capacity. In, machine tools 
alone, we know that our customers have 
scarcely begun to replace the old equip- 
ment that is no longer giving efficient 
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service. No one can blame executives 


or managers for the cautious policy that 
they find it necessary to adopt, but we 
regret that the aggregate of production 
in many lines is less than is actually 
needed to supply the wants of the whole 
people at prices they are able to pay. 


Tax on Undistributed Earnings 


As one example of misdirection on 
the part of the Government, due to a 
lack of comprehensive understanding of 
industry’s financial problems, I cite the 
tax on undistributed surplus laid upon 
corporations by the 1936 Revenue Act. 
The acknowledged purpose is to force 
a distribution of earnings, as well as to 
provide revenue to the Government. It 
is based upon a misconception of the 
term “profits” which leads its propon- 
ents to consider all income in excess of 
current expenses as available for divi- 
dends or taxes, and to look with suspi- 
cion upon reserves. 

This particular legislation, if con- 
tinued, will defeat the aims of the Ad- 
ministration in several directions, not 
the least among them the stabilization 
of production and employment, which is 
so vital to prosperity. Those who were 
responsible for this law were not fully 
informed of the importance of corpora- 
tion reserves to the country during the 
bad years of 1930 to 1934. During 
these years, while the Government spent 
8 billions of dollars in an effort to 
restore a normal balance, corporations 
spent over 18 billion dollars more than 
they received. To do this they not only 
had to have a surplus on hand, but that 
surplus had to be readily available in 
cash or quick assets; not tied up in 
buildings nor frozen in finished goods 
for which there was no market. 


In the machine tool industry most 
companies retained a nucleus of skilled 
workmen at all kinds of odd jobs 
throughout the depression, so that they 
would be available immediately upon 
resumption of operations as a result of 
an improvement in business. In this 
industry, as well as in many others, 
research, redesign and development of 
new products provided work for a siz- 
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able staff while business was dull. At 
no time during these years did employ- 
ment fall as low as the indexes of pro- 
duction. 

Research and design during a depres- 
sion period requires a_ substantial 
amount of money, and it takes courage 
to spend money in excess of income at 
a time when it is impossible to see what 
the next day will bring forth. The esti- 
mated loss in capital and surplus of the 
machine tool industry during the de- 
pression, based on an association study, 
amounted to between 35 and 40 per 
cent. of the financial strength of the 
industry. 


Any conservative executive considers 
it his first duty to restore his depleted 
cash reserves when business returns, in 
order that his company may be pre- 
pared to face the next emergency. The 
surplus tax provision, by making this 
almost impossible, places a heavy pen- 
alty on industries like our own, where 
earnings not distributed to stockhold- 
ers are appropriated by the Government 
in the form of taxes, and these earnings 
are lost as a backlog for the industry. 
Its financial position must then be 
gauged purely on current business. Its 
credit will fluctuate with the volume of 
orders, or lack of them. Without means 
to finance employment in dull times, its 
employes will suffer the same risks as 
the stockholders. No orders, no work, 
no dividends and no purchasing power. 
The possibilities that this surplus earn- 
ings tax carries for hastening and pro- 
longing depressions are appalling and 
certainly were not taken into considera- 
tion by the authors of the bill which 
was so hastily put through to become 
a law. 

To furnish more goods to more peo- 
ple, with our increasing population, in- 
dustry must expand. The normal 
growth of a corporation is ordinarily 
financed out of surplus. We are now 
told that industrial expansion should be 
paid for by the sale of new securities. 
Large companies can sell bonds at a 
moderate cost, approximately 10 per 
cent. Small companies must sell com- 
mon stock, and the cost is about 15 per 
cent. The large corporation with a na- 
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tional reputation can easily find a mar- 
ket for its securities. It is extremely 
difficult for the small and practically 
unknown concern to raise capital in 
this way. 

The net result is to favor the expan- 
sion of large corporations at the ex- 
pense of the smaller ones, and these 
smaller ones are essential to our na- 
tional well-being. Competition still is, 
and always will be, a fundamental ne- 
cessity if we are to make progress. 
These small corporations in the aggre- 
gate are not only employers of thou- 
sands of people, they also represent the 
most effective check on a trend toward 
monopoly. Furthermore, no corpora- 
tion, large or small, can be reasonably 
expected to sell its securities in a thin, 
poorly supported market. 

Fortunately, there is evidence that 
even the proponents of this legislation 
are beginning to see that it is unwork- 
able, and revision of the 1936 Revenue 
Act is likely. It is our duty to see that 
Congressmen are better informed when 
that revision is under consideration 
than they apparently were last fall. 


Increase in Tax Burden 


Another matter of deep concern to 
every American business man is the 


constant increase in Government ex- 
penditures and the apparent inability of 
government to come appreciably near 
to a balanced budget. We are all fa- 
miliar with the fact that the national 
debt is now 37 billion dollars. We are 
not as conscious of the tremendous ag- 
gregate of state debts, amounting in 
1936 to a total of 3 billion dollars. 
To this must be added the accumulated 
debts of smaller political subdivisions. 
The figures are so large as to challenge 
our understanding. It may mean more 
to say that each family in the country 
must assume as its average share a debt 
of $1700. 

The magnitude of Government debt 
is reflected in the constantly increasing 
burden that rests on corporations in the 
form of taxes. The Class I railroads 
in the United States have 93 per cenit. 
of the total mileage. The increase in 
the tax burden on these railroads from 
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1915 to 1937 is from 157 million to 
320 millions of dollars, an increase of 
90 per cent. in 21 years. The Westing- 
house Electric and Manufacturing Com- 
pany recently advised its stockholders 
that its tax bill had increased from 
two and a half million dollars in 1934, 
to five million dollars in 1935, and to 
nine million dollars in 1936. That is 
an increase of 260 per cent. in two 
years. 

In 1890 corporations paid 5 per cent. 
of their income in taxes to the national 
Government. While some of their earn- 
ings went to stockholders, a substantial 
portion was set aside for the replace- 
ment of obsolete equipment and for the 
revamping of manufacturing facilities 
as new needs developed. It is from 
this source that we derived the remark- 
able expansion of American industry 
from 1900 until the present day, with a 
consequent increase in employment 
from 29 million to 45 million work- 
ers. The policy of taxing heavily the 
earnings of corporations discourages 
this reinvestment of funds and is a 
powerful force tending to crystallize in- 
dustrial enterprise at a capacity less 
than is necessary to keep abreast with 
the natural growth of the population. 

For several years economists have 
raised warnings that it is impossible 
for nations as well as individuals to 
live beyond their income and not face 
a day of reckoning. Indications would 
point to the fact that the Administra- 
tion and general public are beginning 
to recognize this truth, particularly as 
the President recently has promised that 
the budget will be balanced. If that 
means that the Administration is begin- 
ning to be just a bit uneasy about its 
unproductive expenditures, there is 
hope that some of the policies in effect 
during the past few years may be re- 
placed by a more sound plan of out- 
right codperation with the management 
of industry in the production of food- 
stuffs and goods necessary to provide 
for the payment of these bills. 


Rising Costs of Production 


Rising labor costs, without com- 
mensurate increases in labor efficiency, 
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likewise constitute a restriction on pro- 
duction. A constantly increasing pro- 
portion of the dollar received by the 
manufacturer is going to the payrolls 
of the workers. It has frequently been 
pointed out that labor is only one ele- 
ment in cost, and that a 10 per cent. 
increase in your payroll might mean 
only an increase of 2.4 per cent. in the 
cost of the finished product. When, 
however, increases in wage rates take 
place not only in your factory but in 
the plants of those who supply you, in 
mines, in transportation, and in fac- 
tories in every field of industry, the 
general tendency to increase wages is 
reflected in everything you buy and in 
every element of cost; not merely in 
your payrolls. In 1936, 66.5 per cent. 
of the national income went to labor. 

We are not opposed to increased 
wages. We believe in so improving the 
efficiency of industry as to increase the 
output per man employed, thereby mak- 
ing higher wages possible. We are op- 
posed to arbitrary increases by legisla- 
tive measures. Such increase are 
unsound—they cannot be maintained 
and only benefit a few at the cost of 
other workers not equally favored. They 
inevitably cause higher prices and de- 
creased consumption. 


The next session of Congress will be 
called upon to push a bill providing 
for minimum wages and maximum 
hours of labor; these to be fixed by 
a national board, politically appointed. 
What the outcome of such legislation 
will be remains to be seen, but one cer- 
tain result will be the further extension 
of administration costs, which likewise 
must be met by further calls upon the 
corporations of the country for more 
taxes, causing further increases in the 
cost of production. 

I have touched only upon the most 
glaring restrictions that are limiting 
the production and distribution of goods 


to such a point that the shortages built 
up during the years of depression are 
far from being made up. Yet we see 
the beginnings of a period of dull busi- 
ness. How far the recession that is now 
under way may go no one can surely 
tell, but if production were based on 
the potential demand there need be no 
let-down in the production of goods in 
the industries where these shortages 
exist. 

For the best interests of the country 
it is imperative that this present period 
of industrial activity continue and not 
be allowed to develop into a tailspin, 
and as at no other time Washington 
can prevent such a calamity by recog- 
nizing the effects of its past experi- 
ments, and by showing at least some 
understanding of the place that indus- 
try in this country holds in the pattern 
of prosperity. 

As machine tool builders and as citi- 
zens of our country, we must see to it 
that our Congressmen realize the re- 
sponsibility that rests upon them. . . . 
We must endeavor to show them that 
there is only one worthy goal for both 
business and Government, and that is 
the production and distribution of more 
goods to more people. Individual in- 
itiative and private enterprise have been 
responsible for the progress of the 
country in the past, and they will pro- 
vide progress for the future if permitted 
to function. They will not take the 
risks they must take, if Government goes 
too far with restrictive legislation and 
oppressive taxation. 

The reéstablishment of a trend to- 
ward a balanced Federal budget, the 
withdrawal of restrictive taxation and 
the abandonment of impractical at- 
tempts at national planning would be 
immediately reflected in stabilized busi- 
ness, pushing forward with confidence 
to the common goal we are all striving 
for. 





The Stock Market and Prosperity 


By Newton D. ALLING 


HE uppermost subject in the minds 

of bank men just now is whether 

the present recession in the stock 
market is indicative of another depres- 
sion and period of liquidation, or 
whether it is simply one of the usual 
setbacks which accompany recovery. 

It seems to this writer that the bank- 
ers’ anxiety should be allayed by the 
thought that the stage is not set for a 
period of liquidation. There has been 
no prolonged prosperity following re- 
covery from the last depression which 
culminated in 1933. It is during such 
a prolonged period of prosperity that 
investors are tempted to become gam- 
blers, that commitments are made on 
slender margins, that securities are is- 
sued to sell rather than for substantial 
financing, that real estate mortgages 
are made on inflated values, and as a 
result the portfolios of banks become 
loaded with poor loans based on over- 
valued collateral. The banker has but 
to reflect a moment and make compari- 
sons along these lines with conditions 
prevailing before the panic of 1929-30 
to realize that any prolonged liquida- 
tion is not only unnecessary but impos- 


sible. 


Causes of the Recession 


As to the causes of the present re- 
cession, the same calm reflection should 


reassure the banker. I say “calm” be- 
cause the average banker is not inclined 
to be calm when he thinks about the 
security market and the Federal Ad- 
ministration at the same time. He has 
been worked up to a white heat during 
the past three or four years by a series 
of administrative acts and legislative 
enactments which, to say the least, were 
not strictly orthodox; but we must ad- 
mit they have been effective up to the 
present year in restoring the balance 


of buying power and general confidence 
m recovery. 


There have been other influences at 
work, however, to bring about recovery, 
such as: the depletion of food, clothing, 
and housing facilities during the de- 
pression, which only needed the push 
given by Government spending to start 
up activity in those lines. There was 
the purchase by foreigners of securities 
in this market induced by a feeling of 
unsettlement abroad as well as the sub- 
normal value given to gold in this coun- 
try by its revaluation. There was and 
still is domestic investment arising 
from money restored to circulation from 
hoarding, money heretofore left idle in 
the banks, and increased earning on the 
part of industry generally. It should 
be noted that the security purchasing 
indicated in the above outline was 
mostly on a cash basis and therefore 
will not necessitate continued liquida- 
tion. 

So much for the reasons for an ad- 
vancing stock market during recovery, 
but why the decline now if it is not in- 
duced by over-extension as used to be 
the case in former days? We should 
not overlook the foreign situation both 
as to the probabilities of a general war 
and the talk last spring of a downward 
valuation of gold. Both of these threats 
are calculated to be most potent in their 
effect on financial markets. The first 
always causes selling of securities 
abroad because people generally want 
their money at home during a war, and 
the second obviously would cause the 
reversal of a buying movement based 
largely on the price of gold in this 
country. The upset in the London stock 
market during last April probably 
touched off an already overstrained 
condition. 

Now as to the domestic reasons for 
a decline. We have first the reduced 
expenditures on the part of the Fed- 
eral Government in emergency relief 
as well as W. P. A. and P. W. A. op- 
erations, and the let-down after the 
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bonus had been spent. Then there is 
_ the labor unrest. Such unrest is not 
unusual during a period of recovery 
and rising prices, but it is augmented 
during the present cycle by a sharp dif- 
ference of opinion among_laborites 
themselves as to the method of organiza- 
tion. Industry must, so to speak, stand 
between the two factions while they 
fight it out. Meantime, in the parlance 
of the day, the stockholders are “hold- 
ing the bag.” An end of the year sell- 
ing movement is undoubtedly in 
progress for income tax purposes, es- 
pecially by the personal holding com- 
panies of which there are between 4500 
and 5000. These companies are seri- 
ously affected by the tax on undis- 
tributed earnings, and the individual 
owners are liquidating them before the 
end of the year. 


Memories of 1929 


There is another phase of the situa- 
tion inclined to help depress the stock 
market, which is largely psychological 
but nonetheless potent, and that is 
the recollection of 1929. There have 
been other panics but none so devastat- 
ing, none so universal and inclusive, 
none where the entire population with 
any means had previously been drawn 
into speculation, and there is no panic 
so recent. Someone has said that it 
takes a new generation to breed a panic, 
but the 1929 generation is still here 
and has not been forgotten. 

A friend who never used to speculate 
said to me recently that he had sold 
some stock in a well-regarded corpora- 
tion to realize a profit. He decided to 
take this modest profit after seeing a 
larger one reduced. “I wish I had sold 
out last spring as I intended,” said he. 
This conversation is a fair sample of 
what is in investors’ minds all over the 
country. 

To resume, the stage is not set for a 
period of depression or liquidation, not 
only because these people have bought 
for cash or at least on a substantial 
margin but as there are a great many 
more people who are stockholders now 
than there were prior to the last bull 
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market, a sudden movement to sell is 
more effective temporarily. On _ the 
other hand, as soon as our friend and 
the thousands like him realize that the 
market is oversold they will rush in to 
buy. 

I am therefore not inclined to agree 
altogether . with the “thin market” 
theory. To be sure, with lower mar- 
gins and specialists and less interfer- 
ence with those with “inside informa- 
tion” the market might not have gone 
so low, but on the other hand it will 
not go so high during a boom and give 
those same specialists with “inside in- 
formation” a chance to unload at too 
high prices. Better far that the market 
should reflect the true value of the se- 
curities at all times and thus no one 
will make a fortune at the expense of 
those without “inside information.” The 
law, as I recall it, requires officers and 
directors of corporations who buy 
stock in their own companies to hold 
it nine months or be liable for suit to 
recover brought by the previous own- 
ers. This should not be a serious 
deterrent to a director from purchasing 
stock of his own company when it is 
selling too low. 


Acts of the Administration 


Here I want to take occasion to ad- 
dress the banker on the subject of his 
“white heat” over the present Admin- 
istration. I know it is not usual to talk 
politics in so staid and conservative a 
magazine as THE BANKERS MAGAZINE, 
but I have always found its columns 
open to any reasonable argument in its 
field and to up-to-date ideas so long as 
they are based on logical conclusions. 
Many of us have read “The Education 
of Henry Adams” and though it would 
not be exactly parallel, someone should 
write a similar book entitled “The Edu- 
cation of the Investor.” In that book, 
which I assume would begin with the 
Mississippi Bubble, there should be ref- 
erence to the numerous panics and de- 
pressions in this country as well as in 
others, and an effort made to make Mr. 
Investor realize that things which are 
good at one time, other things being 
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equal, are good at another. He should 
not be like my friend and sell a per- 
fectly good stock because he has a small 
profit only to find himself wishing he 
had kept it later. On the other hand, 
Mr. Investor should be careful about 
buying stocks because they are going 
up, regardless of the fact that they are 
inflated, even though the management 
seems good. Of bad or dishonest man- 
agement it is hardly necessary to speak. 

All of this seems very elementary to 
the banker, but let me assure him it is 
not so to the average investor. Do we 
have to go any further than the collapse 
of the Insull properties in 1932 to find 
an example and a reason for the Ad- 
ministration’s attitude regarding hold- 
ing companies, bank loans on securities, 
margins, and the SEC? I was in Chi- 
cago during the Democratic convention 
right after the Insull collapse when 
there were runs on the largest banks 
and I know what the feeling was among 
delegates from all over the country and 
that feeling is only reflected in Wash- 
ington today. It has not been added to. 
But do not forget that it is reflected in 
Congress, the House and Senate, as well 
as in the White House, and that it is a 
reflection of the attitude of the country. 

So far as this article is concerned, 
the attitude is that the handling of other 
people’s money shall be fenced about 
with reasonable restrictions and the day 
of the market manipulator, the inflated 
bond issue, and the guaranteed mort- 
gage shark is over. Whether the mat- 
ter has been handled in the right way 
is another question which will doubt- 
less be worked out in due course. But 
let us realize that, in some form, the 
regulations have come to stay. Mar- 
gins in brokers’ offices were considered 
too high at 55 per cent. of stock prices 
and undoubtedly they were. Yet if the 
Federal regulations were entirely with- 
drawn would the New York Stock Ex- 
change leave the matter there? I think 
not. I believe it would make its own 
regulations setting margin minimums 
far higher than they formerly were. In 
other words, the Stock Exchange would 
do a little housecleaning of its own. 
And why should it not have done so 


before? The idea is repulsive of 
brokers recommending the purchase of 
speculative stocks, of their organizing 
so-called investment trusts where the 
broker does all the trading at his own 
discretion, and of having customers’ 
men, who were sort of “pullers-in,” and 
induced their clients to sign discretion- 
ary trading orders. The old-time 
brokerage offices would have frowned 
on such practices and doubtless many 
now are not sorry to see those practices 
stopped. The truth of the matter is 
that there are not enough commissions 
from legitimate business to sustain all 
of the brokerage houses except in a 
very active market. Hence the custom- 
ers’ man and the effort to increase turn- 
over. 


The Situation Summarized 


Having thus cleared the atmosphere, 
let us sum up the situation. There has 
undoubtedly been a serious unsettle- 
ment of all markets in Europe during 
the year, but that condition seems to be 
righting itself. The repatriation of 
moneys sent here during the past two 
years is to be expected. It appears to 
be accentuated by foreign propaganda 
to the effect that our dollar is to be 
again devalued, for which there is no 
basis. When the currency speculators. 
realize this their attitude will change 
overnight. At any rate we have no 
reason to fear the exportation of two 
or three billion dollars in gold. The 
sterilized gold amounts to over a bil- 
lion dollars, and the equalization fund 
holds two billion more. On top of that 
our Federal Reserve banks could spare 
a billion without affecting their required 
reserve. The international situation in 
Europe has cleared and the fear of war 
has diminished. In France the cantonal 
elections are over without a serious shift 
to the left, to the relief of her financial 
market. 

Our domestic affairs are improving, 
our election is over, labor factions are 
apparently moving toward a settlement, 
and there are bumper crops to look 
forward to. Government spending is 
decreasing and a balanced budget may 
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be the outcome, and while the business 
index is falling we should not be un- 
duly alarmed, as its temporary ups and 
downs are to be expected. Car load-’ 
ings and steel ingot production, two of 
the usually most considered indicators, 
have declined but we take that to be a 
reflection of last summer’s strikes and 
the natural setback during a period of 
recovery. 

The country and especially the stock 
market had experienced an uninter- 
rupted advance for two years which had 
lifted average quotations about 66 
points or 85 per cent. Steel mill ac- 
tivity had risen from less than 40 per 
cent. to over 90 per cent. of capacity, 
and steel ingot production from an in- 
dex of 55.6 in 1935 to about 130.8 this 
year. What is more natural than that 
there should have been a letdown in 
steel and a reaction in stocks? A re- 
port from Pittsburgh in the New York 
Times of October 25 makes the fol- 
lowing statement: 

“Actual ultimate consumption has 


not decreased so much as ingot output.” 

It is the consumption which should 
be the real guide, production of steel 
ingots is based upon estimates which 
may be wrong. Electric power produc- 
tion, however, which has not declined 
so much, is a better indicator of will- 
ingness and ability to buy as it is based 
on actual sales, for electricity is used 
as it is produced. 

Small investors are reported to be 
coming into the market strong and for 
cash. There is not a large volume of 
call loans or of collateral loans to in- 
dividuals and commodity prices are 
firm if not rising. So in spite of two 
negative factors there should be no fear 
of a prolonged depression. In fact 
there is reason to look for rising prices, 
for the devaluation of the dollar in 
1933 cannot be said to have been re- 
flected in domestic prices, though of 
course it was at once evident in the 
foreign exchanges and to an extent in 
the stock market. Reduction in the 
content or intrinsic value of the stand- 
ard of value is the most potent form of 
inflation. We may therefore look for 
its evidence soon in the commodity and 
real estate markets. 
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CHRISTMAS CLUB IN MUTUAL 
SAVINGS BANKS 


Santa CLaus is going to have a bulging 
pack this year, in fact the biggest of all, 
according to indications furnished by 
Christmas club deposits in mutual sav- 


ings banks. Figures for the fourteen 
states in which such institutions operate 
these clubs show that their savings for 
the Christmas season run ahead of last 
year by about $8,000,000, the total to 
be distributed amounting to $51,657,- 
361, according to the National Associa- 
tion of Mutual Savings Banks, There 
was an increase in number of depositors 
as well as in amount of deposits, the 
total of accounts rising to 1,226,891, a 
gain of 163,300. The average account 
for the fourteen states where mutual 
savings banks operate Christmas Clubs 
was $42.10. 





Keeping Posted on Credit Trends 


By F. L. Garcia 
Statistician, Hoit, Rose § Troster 


ECENT analyses of the trend of 
member bank credit have stimu- 
lated increased interest in the old 
question of whether business loans of 
banks would ever regain their formerly 
important place in bank earning assets. 

Last September Economic Statistics, 
edited by Messrs. Trenchard and Jack- 
son, made an interesting analysis in 
which the opinion was expressed that 
business loans would regain their posi- 
tion of dominance in the earning assets 
of commercial banks during the next 
several years. 

The basis for their belief may be 
summarized as follows: (1) The new 
qualitative controls over bank credit, 
_which limit banks to “quality” bonds 
and restrict security loans, leaving com- 
mercial loans unrestricted; (2) deficit 


financing of the Government should de- 
cline, thus cutting off an indirect source 
of funds for business; (3) as business 
continues upward, the demand for loans 


will increase. To this might be added 
that the Government may be a sub- 
stantial buyer of its own securities in 
the future Jj get is eventually 
balanced; and that the undistributed 
profits tax, if left substantially un- 
changed, would make it logical for busi- 
ness to borrow more at banks. 

On the other hand, in its report to 
the American Bankers Association con- 
vention in Boston last October, the 
Economic Policy Commission of the 
association, headed by Col. Leonard P. 
Ayres, vice-president of the Cleveland 
Trust Company, reported: 

“It is only natural that bankers should 
continue to hope that as business re- 
covery continues we may once more 
have the old volume of commercial 
loans. The reason why that hope ap- 
pears unwarranted is that commercial 
loans were abnormally large in the 
early 1920’s while businesses were short 
of working capital due to war-time ad- 


vances in general price levels. The 
loans shrunk rapidly towards the end 
of the prosperity period:as business in- 
creased its working capital.” 

The report further pointed out that 
if commercial loans should increase 40 
per cent. from present levels, they would 
still be only half as large as in the 
years 1921-28. Thus, it suggested that 
it would be prudent for bankers to 
shape their policies in the expectation 
that for a long time to come the volume 
of commercial loans will be less than 
half as large as in the prosperity period 
of the 1920's. 

With such a difference of opinion ex- 
isting, which may be representative of 
the difference in views among bankers 
themselves, the figures of the weekly 
reporting member banks in 101 leading 
cities take on added value as a means 
of keeping posted on the trends in 
member bank credit. Temporarily, at 
least, the recession in general business 
has quieted down the discussion by 
causing a decline in loans and an in- 
crease in investments, but when and if 
the business upturn is resumed, the mat- 
ter will again be a lively topic for de- 
bate. 

Thus an exposition of the nature and 
composition of the weekly reporting 
member bank figures will probably be 
of interest to those who might wish to 
set up personal worksheets of their own 
for keeping posted. 

Every Monday the board of governors 
of the Federal Reserve System prepares 
for release to the press their “Condition 
of Weekly Reporting Member Banks in 
101 Leading Cities,” covering approxi- 
mately 400 member banks located in 
New York and 100 other cities located 
all over the country and in every state. 
Newspapers publish the figures the fol- 
lowing day, Tuesday. The figures are 
as of the previous Wednesday, being an 
extension of the Friday figures on the 
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central reserve cities of New York and 
Chicago published in conjunction with 
the Federal Reserve System figures. 

These weekly reporting member banks 
account for 69 per cent. of earning assets 
of all member banks and for about 58 
per cent. of earning assets of all banks 
in the country (excluding mutual sav- 
ings banks). 

The release is composed of three sec- 
tions: (1) Combined condition state- 
ment for the reporting member banks, 
showing change for the week and for 
the previous twelve months (see Table 
I); (2) assets and liabilities of central 
reserve city reporting member banks, 
compared with week ago and year ago; 
and (3) assets and liabilities of the 
weekly reporting member banks by Fed- 
eral Reserve districts. 


On the combined condition statement 
loans and investments are the first major 
classification on the assets side, and are 
the heart of the report, measuring as 
they do expansion of deposits, flow of 
bank credit and sources of earnings for 


the banks. 


Loans is the first subdivision. Effec- 
tive May 12, 1937, the board of gover- 
nors of the Federal Reserve System re- 
vised the classification of loans and 
discounts in order to show more in- 


formation regarding the purposes for 
which credit is extended. 


“Commercial, industrial and agricul- 
tural loans” is the new caption cover- 
ing loans for business purposes, for- 
merly included under “other loans” and 
“loans on securities to others (except 
banks).” Under the old form “other 
loans” was a catch-all which included 
all loans to customers other than loans 
on real estate and on securities. 


This business loans caption is divided 
into two items: (1) on securities; (2) 
otherwise secured and unsecured. These 
include all business loans to individuals 
(including farmers) and to partner- 
ships and corporations, except paper 
purchased in the open market and loans 
secured by real estate., It includes 
loans for the purpose of financing cap- 
ital expenditures as well as for current 
operations. Loans to building and loan 
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associations, credit unions and similar 
organizations are excluded. 


An increase in this item, of course, 
indicates increasing demand for bank 
credit for business purposes and hence 
has been of great interest recently, 
Table II outlines the fluctuation in busi- 
ness loans of New York City reporting 
member banks compared with that for 
banks in 100 other cities since May 12 
of this year when the present classifica- 
tion for business loans was first set up. 


“Open market paper” is the next 
item, including all foreign and domestic 
bankers’ acceptances as well as com- 
mercial, finance and other paper pur- 
chased in the open market. It also in- 
cludes own acceptances purchased or 
discounted by the bank, whereas the old 
form included only paper of other 
banks and firms. However, it excludes 
any loans payable abroad made directly 
to a bank’s customer. 

The next item is “loans to brokers 
and dealers in securities,” combining 
two items under the old form: (1) 
Loans on securities—to brokers and 
dealers in securities in New York City; 
and (2) loans on securities—to brokers 
and dealers outside New York City. It 
includes all loans to brokers and deal- 
ers, secured or unsecured, for the pur- 
pose of carrying securities either for 
own account or for the account of cus- 
tomers. 


In 1929, this type of loans accurately 
mirrored capital market activity, specu- 
lative conditions and margin trading. 
Today, however, many brokerage houses 
finance customers’ debit balances sub- 
stantially from own capital, as it is 
more profitable to do this than to place 
funds on deposit at little or no interest. 
Hence margin trading today is not as 
accurately reflected by this item as 
formerly. 


Regulation “U,” covering extension 
of credit by member banks, now allows 
loans to brokers on registered securities 
up to 75 per cent. of market value of 
collateral for financing customers’ debit 
balances and 65 per cent. fot financing 
short sales. To security distributors, 
banks are allowed to lend up to 80 per 
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TABLE I 


Summary OF Principat Assets AND LIABILITIES OF ‘WEEKLY Reportinc MempBer Banks 
IN 101 Leapine Cities 


(millions) 


Assets 


Loans and investments—total 
Loans—total 


Increase or Decrease Since 

Nov. 10,1937 Nov. 3,1937 Nov. 10, 1936 
—46 —S8s80 
—25 836 


Commercial, industrial and agricultural loans: 


On securities 
Otherwise secured and unsecured 
Open market paper 


Loans to brokers and dealers in securities .... 
Other loans for purchasing or carrying securities 


Real estate loans 
Loans to banks 
Other loans: 
On securities 
Otherwise secured and unsecured 
U. S. Government direct obligations . 


ro | 


1 l 
~~ 1 


8 


Obligations fully guaranteed by U. S. Government 


Other securities 
Reserve with Federal Reserve banks 
Cash in vault 
Balances with domestic banks 
Liabilities 

Demand deposits—adjusted 
Time deposits 
U. S. Government deposits 
Interbank deposits: 

Domestic banks 

Foreign banks 
Borrowings 


** Comparable figures not available. 


cent. of the market value of the col- 
lateral. 

The next item, “other loans for pur- 
chasing or carrying securities,” repre- 
sents secured or unsecured loans of this 
type made to borrowers other than 
brokers and dealers. Thus this item 
includes loans on stocks subject to 
Regulation “U” as well as any other 
secured or unsecured loans for the pur- 
pose of carrying or purchasing securi- 
ties. Obviously, inclusion of a loan in 
this classification depends on the report- 
ing member bank’s available informa- 
tion as to the purpose of the loan. 

The board of governors of the Fed- 
eral Reserve System has security loans 
of banks under strict control through: 
(1) Section 7 of the Securities Exchange 
Act of 1934, empowering it to establish 
Margin requirements; and (2) the 
Banking Act of 1933, Section 3 (a), 
empowering the board of governors to 
refuse Federal Reserve credit to mem- 
ber banks if it is being unduly used 
for speculative carrying or purchasing 


of securities; and Section 7, empowering 
the board of governors to fix the per- 
centage of member bank capital and 
surplus represented by loans on securi- 


ties. Also Section 11 (a) of the Bank- 
ing Act of 1933 prohibited the making 
of any security loans for the account of 
others, thus banning the placing of call 
loans for corporations as was the case 
in 1929. 

Real estate loans, the next item, were 
encouraged by the Banking Act of 1935, 
which in Section 208 allows national 
banks to lend up to 60 per cent. of time 
and savings deposits or 100 per cent. 
of capital and surplus, whichever is 
greater. 

Loans to banks represent loans by 
one bank to another, usually from large 
city banks to country banks, and secured 
invariably by bonds, not stocks. 

The remaining item under loans— 
“other loans”—are divided into “on se- 
curities” and “otherwise secured and un- 
secured.” These catchall secured or 
unsecured loans excepting open market 
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TABLE II 
FiuctvuatTion 1n Business Loans or Weekty Reporting Memper Banxs 


(millions) 


May 12, 1937 
June 30, 1937 
October 13, 1937 


SN SEPP ET Oe er ae : 


New York City 100 Other Cities 
2,576 
2,607 
2,922 


1,888 2,892 


New York City business loans rose $339,000,000, or 21.1 per cent. for the period May 12- 
October 13, 1937; those of banks in 100 other cities rose $346,000,000, or 13.4 per cent. 


during the same period. 


Since October 13 New York City business loans have declined $58,000,000, or 3 per 
cent.; in 100 other cities the decline in same period has been $33,000,000, or 1.1 per cent. 


paper, real estate loans and loans to 
banks, not made for operations in se- 
curities or for business purposes. 
Following the above classification of 
loans, the report then lists the securi- 
ties portfolio—U. S. Government direct 
obligations, obligations fully guaranteed 
by the U. S. Government and “other” 
securities. Governments, of course, are 
the largest security holdings at present, 
totaling about two-thirds of investments. 
From 1929 to 1935 Governments in- 
creased matefially because of large vol- 
ume of excess reserves. In the last half 
of 1936 and for the larger part of 1937 


holdings of Governments declined as 
loans increased, but just recently, with 
loans declining because of the general 


business recession, Governments are 
again rising. 

In “other” securities member banks 
are limited by rulings of the Comp- 
troller of the Currency to high grade or 
“quality” bonds, those of a non-specu- 
lative character and with a rating of 
Baa or better by four of the recognized 
statistical agencies. Since Governments 
have par rediscountability at the Fed- 
eral Reserve, banks logically have pre- 
ferred Governments to municipals or 
corporates for secondary reserve pur- 
poses. 

Reserve with Federal Reserve banks 
and cash in vault are self-explanatory. 
Balances with domestic banks, gener- 
ally representing balances of interior 
banks with banks in the larger cities, 
is a good index of employment of excess 
reserves in the interior. A sharp in- 
crease in this item is a sign of uncer- 
tainty or lack of suitable earning assets 
in the interior, and usually results in a 
shift of excess reserves to the larger 


money centers, forcing city banks to 
maintain high liquidity to cover any” 
possible large scale recall of bank de- 
posits. 

The items on the liabilities side are 
also largely self-explanatory. The term 
“adjusted” following demand deposits 
means that these deposits are adjusted 
for “float.” The total is computed by 
adding to demand deposits other than 
those of banks and the U. S. Govern- 
ment, the items of certified and cashiers’ 
checks and cash letters of credit and 
travelers’ checks, and subtracting cash 
items on hand or in process of collec- 
tion except collection items sent and 
charged to correspondent banks, which 
are included in “due from banks.” 

Interbank deposits involve a double 
counting of deposits for all banks in the 
country and hence are excluded in com- 
piling total deposits for the country. 
A decline in foreign bank deposits may 
mean either conversion of deposits into 
security holdings or withdrawal of 
funds, latter confirmed by any weak- 
ness in dollar exchange. An increase, 
on the other hand, in foreign bank 
deposits may arise from sale of securi- 
ties or imports of gold. 

The entire combined figures for the 
weekly reporting member banks, as re- 
ported, are’ presented in Table I. A 
worksheet of these figures, posted regu- 
larly, will be helpful in following the 
latest trends in member bank credit. If 
kept up to date along with the supply 
and use figures of the Federal Reserve 
System, published Fridays, it will be 
invaluable in noting first the policies 
of the board of governors and the Treas- 
ury, and secondly, how member bank 
credit is reacting to those policies. 





CHRISTMAS CLUB SAVINGS 


By W. H. STemver* anp E. SHAPIRO 


HE conventional view of savings 

banking is that its depositors set 

aside sums of money regularly and 
build up their accounts with the bank. 
But this conception appears open to 
question. Perhaps, keeping up an or- 
dinary savings account over a period 
of years is, for many people, too much 
like running a marathon. If so, one 
might hope to find a reasonably satis- 
factory persistency experience in the 
comparatively short “sprint” repre- 
sented by a Christmas Club account. 
However, such an expectation is dis- 
appointly out of line with the evidence 
available concerning savings bank ex- 
perience with such club accounts. It 
is the purpose of this article to study 
intensively their experience with Christ- 
mas Club accounts because this type of 
savings banking represents an attempt 
on the part of the banking community 


to adapt itself to present day savings 
habits. 

A Christmas Club is essentially an 
installment plan of buying on easy 
weekly payments over a period of fifty 
weeks the sum needed for gifts and 


other seasonal uses. It was developed 
during the period that witnessed the 
rapid growth of the installment system, 
to which it might be considered as a 
partial counter-attraction. But the 
Christmas Club exerts much less pres- 
sure upon the saver to continue regu- 
lar payments than does the installment 
plan. 
logical one since it does not rely upon 
the immediate enjoyment derived from 
the use of an article purchased (as does 
the installment plan) but it’ relies 
merely upon the refusal of the bank to 
pay interest to those seriously delin- 
quent in their payments. Another weak- 
ness of the Christmas Club is that, un- 
like the installment plan, the club 
cannot make the saver pay the cost of 


*Professor Steiner is chairman of the de- 
partment of economics at Brooklyn College. 


Its weakness may be a psycho- . 


an extensive mail campaign to reduce 
delinquency. 

One frequently finds queries as to why 
‘banks carry Christmas Club accounts. 
The savings bank community has sev- 
eral explanations. One bank states: 
“We have had Christmas Clubs for the 
past twenty years and we are not keep- 
ing detailed percentages, etc., as we be- 
lieve that good will is worth more than 
the detail.” In addition, many banks 
have maintained small accounts (vary- 
ing from 25 cents to 75 cents per week) 
in order to stimulate the thrift habit 
among youngsters. Frequently, club 
accounts are transferred to regular sav; 
ings accounts when the club expires. 
Thus one large New York savings bank 
“transferred to savings accounts at end 
of period approximately 15 to 20 per 
cent. of the entire Christmas Club, a 
fair average—17 per cent.” 


Many banks pay interest on these 
club accounts. The methods of pay- 
ment and rates paid differ for each 
bank, depending upon numerous fac- 
tors. The most frequent practice is to 
pay low rates of interest on only those 
accounts which finish their payments. 
Here, too, there is no uniformity; some 
banks pay interest only to those ac- 
counts which have made their payments 
regularly, while others pay all those 
accounts which complete payments, be 
they regular or irregular. Savings 
banks followed rather reluctantly the 
general trend on the part of other banks 
to reduce if not eliminate payment of 
interest on their Christmas Club ac- 
counts. The reduction or removal of 
interest should theoretically reduce the 
pressure on the saver to continue pay- 
ments but in actual practice it has been 
found that reducing the rate of interest 
exerts but little pressure. 

In dealing with the figures on club 
accounts, as on general accounts, the 
published evidence is fragmentary and 
inconclusive, so that it has been supple- 
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mented by data obtained directly from 
leading savings banks in New England 
and New York. The data, statistical 
and otherwise, cover over forty leading 
mutual savings banks handling Christ- 
mas Club accounts. Table I shows the 
relative importance of the accounts of 
different size. It is well to note that 
the most popular club is the $1.00 a* 
week club which would represent the 
lower income groups who can afford to 
put away a dollar a week. Next in 
popularity, as judged by the percentage 
of total deposits rather than number of 
accounts, is the $2.00 a week club. 


TABLE I 
DistrisuTion oF Ciuss By S1zE 


Amount 
of Deposits 
(8 banks) 
Per cent. 
1.6 
12.2 
35.4 
31.8 
10.6 
8.4 


100.00 


Number 
of Accounts 
(16 banks) 
Per cent. 


8.5 
26.6 
40.4 
18.2 

2.7 

3.6 


100.00 


Size 
of Club 
$ .25 
50 
1.00 
2.00 
5.00 
Miscellaneous 


Totals 


Many individuals fail to complete 
their Christmas Club payments. Even 
though the period is short—commonly 
fifty weeks—different banks report that 
the proportion of starters who fail to 
finish ranges from 25 to 70 per cent. 
The median figure was 54 per cent.— 
that is, half of the banks had a smaller 
figure, and half of them a larger figure. 
About two-thirds of the banks show 
percentages of incomplete accounts in 
the forties or upper fifties. Curiously, 
with two exceptions, the New York City 
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institutions show a higher percentage 
of incomplete accounts than do outside 
banks. One of the banks reported that 
in the entire fourteen year period dur- 
ing which it had had Christmas Clubs, 
45.5 per cent. of all the persons who 
set up such accounts failed to complete 
them. 

The uncompleted accounts involve, 
on the average, just under 30 per cent. 
of the sums stipulated in the initial 
agreements; actually, the banks’ figures 
range from 18 to 42.5 per cent. It 
must be remembered that some of the 
accounts which are completed are not 
paid with reasonable promptness and 
regularity. Experience over the last 
three years has shown more consistent 
payment than during the preceding 
decade. 


Delinquency runs definitely higher 
in the smaller weekly payment classes 
than in the middle sized and larger 
commitments. The poor record of the 
smaller accounts may be attributed to 
the fact that these smaller accounts offer 
so little inducement to meet stipulated 
payments or that these small savers at- 
‘tempt to set aside more than they are 
able to do in respect to their economic 
status. The medium amount remain- 
ing unpaid at the close of the club 
runs as high as 40 per cent. on $.25 a 
week commitments, but is only 35 per 
cent. on the $1.00 a week class, and 
down in the middle and low twenties 
on accounts of $3.00 or more per week. 
However, a much larger percentage of 
the number of accounts do not complete 
their payments. The median number 
is 60 per cent. on $.25 a week clubs, 
55 per cent. on the $1.00 a week class, 


TABLE II 


Percentace or Amount Pain to Date to Amount THEN Dvr, By Quarters, For 1936, 
Curistmas Ciurs oF Various Savincs Banxs 


Total 
2 3 
66 63 
64 59 
64 


72 

72 69 

67 6+ 

81 77 
68 


71 
78 70 


Bank 4 1 


64 68 
59 69 
62 68 
70 70 
63 77 
71 83 
67 69 
71 


$.50 Club 
2 3 


« 


$2 Club 
2 


3 
66 
59 
63 
70 
70 
St 


1 


71 
68 
79 
77 
84 
93 
75 
81 


59 
62 
78 
66 
60 
75 
63 
G4 


54 
57 
57 
63 
58 
68 
59 
58 


68 
63 
67 
74 
73 
87 
74 
78 
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and less than 50 per cent. on amounts 
of $3.00 or more a week. 

All of this is doubtless a natural 
tendency, and also helps explain why 
the 54 per cent. delinquency on the 
number basis previously cited exceeds 
the 30 per cent. delinquency on the 
amount basis. Moreover, many of the 
uncompleted accounts apparently show 
substantial payments. 

Those who not only fail to complete 
their Christmas Club accounts but ac- 
tually cash them out before maturity 
are relatively few in number, ranging 
between 3 and 21 per cent., with a 
median of about 10 per cent. They had 
paid only 5 to 12 per cent. of the 
amount received by the bank from all 
club members. In some banks, most 
of the club accounts that were refunded 
were closed during the initial period, 
ranging from 9 to 12 weeks, during 
which the banks admit new members to 
the club. Apparently this period pro- 
vides an initial test of the enthusiasm 
and persistence of the saver in these 
cases. 


Curiously, however, the larger the 
size of the club, the greater is the per- 
centage of the accounts that are closed. 
Thus the $5.00 a week club shows about 
50 per cent. more closings in most 
banks than do the 25 cent and 50 cent 


clubs. Evidently, people are  over- 
ambitious on the larger clubs, under- 
taking to put aside larger sums than 
they are economically able to do; but 
it seems equally true that people hav- 
ing small clubs are very casual about 
saving. There does not appear to be 
enough of a stimulant to make them 
save regularly. 

As with insurance lapses and labor 
quits, Christmas Club delinquencies in 
general, as well as closings, tend to run 
high in the early months. While the 
information is fragmentary, certain 
conclusions can be drawn. About 25 
per cent. of the number of accounts be- 
come delinquent after the first quarter, 
and somewhat less than 10 per cent. 
more, after the second quarter. There 
18 again an increase ih the third quar- 
ler in a number of banks, although other 
banks evidence a further decline in- 
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stead. Thus one bank reports, “ 


The greatest delinquency in payments 
occurred during May, June, July and 
August.” The banks reporting a de- 
cline in club payments in the third 
period attribute it to the conflict between 
the depositor’s earlier Christmas Club 
aspirations and his desire in the third 
quarter to spend money on a summer 
vacation. One of the reporting banks 
explains, “We found that during the 
late spring and summer months when 
greatest lack of interest was shown in 
the Christmas Club, our Vacation Club 
payments were largest... . With- 
drawals were also made on Christmas 
Clubs during the spring and summer 
seasons, in order to complete Vacation 
Clubs and thereby secure interest.” 
Other banks, however, find that delin- 
quency usually occurs during the first 
few weeks of the schedule and one ob- 
serves that if the account passes the 
half-way mark before becoming no- 
ticeably irregular, revived interest is 
almost certain to occur before the club 
account closes. It is noted by many of 
the reporting banks that fewer delin- 
quencies occur among those who were 
members of previous clubs. A person 
who has previously saved in a Christ- 
mas Club account knows the burdens 
entailed and will not be over-ambitious 
in starting an account nor too lax since 
he realizes that interest is paid only on 
completed accounts. Those intimately 
connected with the operation: of Christ- 
mas Clubs believe that in the last quar- 
ter of the year more determined efforts 
are made by savers (to complete the 
payments) than in the earlier stages. 
A few banks have made available the 
results of trial balances taken at various 
dates during the life of the club, show- 
ing the percentage of the amount paid 
to date to the amount then due. Be- 
ginning at the 11th to the 13th week, 
when from 69 to 87 per cent. was paid 
up, a decline is shown until at the end 
of the club (after 50 weeks), from 59 
to 71 per cent. had been paid. Few 
definite tendencies ate discernible in 
Table II. The third quater indicates 
equally a continuation of the second 
quarter decline, a greater falling off, 
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and a lesser decrease. However, the 
fourth quarter displayed a lesser rate of 
decline, if not an increase in the per- 
centage paid, over the preceding quar- 
ter. These tendencies verify the ob- 
servations already made from the other 
classes of date mentioned above. 
Some conclusions can be drawn from 
the above data. That Christmas Club 
is not a complete answer to the appar- 
ent change in saver’s psychology that 
has occurred within recent decades. Its 
hold upon the individual is weak. It 
therefore represents a supplementary 
service to certain individuals, some of 
‘whom have sufficient determination to 
obtain the benefit they planned, but 
many of whom proceed in a slipshod 
and wasteful manner. The justification 
to the latter is that something is better 
than nothing. For the latter class, in 
fact, a closer adaptation of installment 
procedure might be desirable—loans of 
not more than six months’ duration, 
payable in weekly or monthly install- 
ments. With the proceeds of the loan, 
the borrower could at once obtain the 
article he desired, while the period of 
saving would not be large enough to 
dampen his ardor. At the same time, 
the fixed charge would make efforts pos- 
sible to achieve greater regularity of 
payments on the individual’s part. 


® 


BUREAUCRATIC EXPENDITURES 
UNDER EXECUTIVE CONTROL 


Durinc the emergency Congress sur- 
rendered to the Executive substantial 


control of Federal expenditures. The 
emergency has now passed and such 
occasion as there may have been for 
this no longer exists. 

In the meanwhile Federal expendi- 
tures have gotten out of hand, particu- 
larly those under Executive direction 
under the guise of relief and recovery. 
As recovery has progressed these ex- 
penditures have inexplicably increased. 

For several years the Federal Govern- 
ment has run two budgets, one for or- 
dinary expenditures and one for relief 
and recovery expenditures. A number 
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of items formerly listed for relief and 
recovery have been transferred to the 
budget for ordinary expenditures. We 
have taken from both budgets the items 
(omitting the loaning agencies) for new 
types of Federal expenditures—expendi- 
tures for purposes which, prior to the 
present Administration, were either 
non-existent or were the recognized re- 
sponsibilities of state and local govern- 
ments, 

The aggregate of these expenditures 
for the fiscal year 1936 was $3,949,. 
661,073. In January of this year the 
President in his budget message to Con- 
gress estimated that the total of these 
expenditures for the fiscal year ending 
June 30, 1937, would be about $3,600,- 
000,000. As a matter of record they 
totaled $4,092,321,233, or six times the 
aggregate of all Federal expenditures 
in 1913, exceeding by nearly $800,000,- 
000 all regular Federal expenditures in 
1929 when the national income was 
more than one-fourth larger, and ab- 
sorbing approximately 75 per cent. of 
all Federal receipts for the year just 
closed. This sum of more than $4,000,- 
000,000 was expended by Washington 
bureaus under Presidential direction. 


These vast outlays place a terrific 
tax burden on the workers who produce 
the national income for out of national 
income these outlays must eventually be 
met. But over and above this enormous 
burden is the potential threat to our 
form of government in the method by 
which these expenditures may be made. 
These great sums are being disbursed 
from Washington for local purposes by 
bureaucrats unfamiliar with local needs, 
subject to political pressure and even 
personal whim and caprice and with no 
responsibility to local authorities chosen 
by the electorate. Along this road lies 
dictatorship. 

Let Congress take back unto itself its 
own responsibilities for Federal ex- 
penditures and let it restore to the states 
and local governments the responsibil- 
ities for public expenditures which um 
der our democratic form of representa 
tive government are properly theirs.— 
New England Letter, First National 
Bank of Boston. 











Educating the New Employe 





Morris Plan Bank of Virginia Published 


HAT may well prove the basis 

for extensive employe education 

not only in banking but also in 
business circles is the recent publica- 
tion of “A Booklet for New Employes” 
by the Morris Plan Bank of Virginia. 
An attractive eight page folder, the 
booklet is calculated to start new em- 
ployes off on the right foot by review- 
ing the opportunities afforded them for 
self-improvement and increased income. 
It also explains in detail the employer- 
employe relationship and endeavors to 
present a conception of the relationship 
of the performance of the individual 
job to the harmonious functioning of 
the whole organization. While in this 
last respect, the booklet is necessarily 
confined to generalizations, it is per- 
forming an essential service if it suc- 
ceeds in instilling in the individual 
worker a consciousness of general or- 
ganization purpose over and above the 
immediate duties at hand. 

The possibility of the adaptation of 
this booklet for distribution to new 
employes in many industries makes it 
worth-while to enumerate its contents 
in some detail. 

On the first page several paragraphs 
are devoted to a short history of the 
Morris Plan Bank of Virginia. They 
tell of its organization in 1922 in Rich- 
mond by Thomas C. Boushall and of 
the subsequent opening of four branches 
in Petersburg, Newport News, Roanoke, 
and Norfolk. The meaning of the Mor- 
ris Plan Bank slogan, “The Bank for 
the Individual,” is explained as it is 
shown that the bank is dedicated to 
banking service for the individual in 
contrast to the usual tommercial bank 
practice of catering to business con- 
cerns. It is further brought out in this 
introductory history that the bank has 


Instructive Booklet for All New Employes 


By Gorpon EWEN 


customers in 92 of Virginia’s 100 
counties and that its growth to the sec- 
ond largest holder of savings deposits 
in the state of Virginia in the compara- 
tively short space of fifteen years has 
been unequalled in the South. 

Also on the first page is given a short 
list of qualities essential to a success- 
ful career in a banking institution. They 
are: 

1. Courtesy to customers. 

2. Fidelity with respect to the duties 
assigned to you. 

3. Loyalty to the bank in your con- 
tacts both within and outside the bank. 

4. Use of your best abilities in learn- 
ing not only your present job but the 
jobs ahead, by application during 
working hours and by a reasonable 
amount of reading and studying outside 
the bank. 

5. Production of new business for 
the bank whenever and wherever pos- 
sible, 

The next four pages are devoted to a 
summary of advantages and protection 
which the Morris Plan Bank of Vir- 
ginia affords its employes. Mention is 
first made of the medical examination, 
requisite before employment is granted 
and of which the bank bears the entire 
expense. Then follows a short ex- 
planation of the scope of the American 
Institute of Banking. It is pointed out 
that while membership dues are paid 
to local chapters by employes, banks 
contribute a sizable amount to the sup- 
port of the organization and also re- 
imburse those who take and receive 
passing grades in A. I. B. courses for 
their tuition fees and textbook costs. 

The Morris Plan Bank Club which 
meets twice a year for entertainment 
purposes and which comprises all em- 
ployes is entirely supported by the bank. 
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“Credits and Debits,” a house organ, is 
published twice monthly and calls at- 
tention to business developments, bank 
campaigns, highlight achievements and 
personal news items. Statistics as to 
new business are tabulated on the back 
page in an effort to stimulate employe 
interest. 

The article next lists commissions to 
employes for securing new business and 
prizes for suggestions for improving 
the bank’s operating routine or services 
to the public. The system of employe 
rating and job classification is elabo- 
rated on. One incentive to good work 
is a maximum and minimum salary fig- 
ure for each position, the amount being 
paid for a particular position depend- 
ing upon the quality of work per- 
formed. 

Group Insurance, Workmen’s Com- 
pensation, Hospitalization, Old Age 
Pensions and Unemployment Compen- 
sation as provided by the bank or the 
Government are next dwelt upon. Group 
Life Insurance and compensation for 
permanent and total disability is main- 
tained for all employes who have com- 
pleted six months’ service. The policies 
range from $1000 to $2500, depending 
on the position held and are paid for 
by employes at the rate of fifty cents a 
month for each $1000 of coverage. 
Cost of insurance above that rate is 
paid for by the bank. Workmen’s com- 
pensation, as prescribed by the state of 
Virginia, is costless to employes. In 
Richmond and Norfolk Hospitalization 
is available to the bank’s employes at 
low rates. The Social Security Act 
operates in regard to Old Age Pensions, 
while Unemployment Compensation is 
in accordance with state and Federal 
regulations. 

“A Look at the Job of Working in a 
Bank” is the title of the article by 
Clarence A. Lyman which fills the last 
two pages of the booklet. It stresses 
the permanancy of employment over 
periods of time as contrasted to the in- 
stability of positions in other lines of 
business and indicates the chances for a 
successful future. It states that a 
check-up made in one city showed that 
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“Of the male members of the personnel, 
who are old enough to be made officers, 
about one-third are officers of the bank 
with salaries commensurate to their re- 
sponsibilities—holding what anyone 
would call ‘a good job.’ A premium is 
placed on controlled imagination, while 
honesty, accuracy and faithfulness are 
said to be plentiful commodities which 
command only a low market price.” 

In a pocket in the rear of the booklet 
are placed a number of small folders 
which explain the services of the bank 
to the public. These the new employe 
should acquaint himself with so as to 
be in a position to render intelligent 
service and to prove himself an asset 
to his new employer. 


® 


PREDICTS GOOD YEAR FOR AUTO 
INDUSTRY 


A coop year for the automobile in- 
dustry is predicted by Alfred P. Sloan, 
Jr., chairman of the board of General 
Motors, in a statement made recently. 

“The automobile industry,” Mr. Sloan 
said, “is announcing its new models 
with the belief that 1938 will be a good 
year and with the conviction that be- 
cause of its important influence on the 
general economic life of the country 
through the disbursement of funds for 
payrolls, raw materials, transportation 
and other services, the industry will be 
able to continue its traditional con- 
tribution to national prosperity. ... 

“The automobile shows are earlier 
this year than previously, as a part of 
the effort of the industry to provide 
more even employment for its workers 
throughout the year. Unless there are 
unforeseen developments, it is expected 
that production and distribution during 
the winter months will reflect to an in- 
creasing degree the results of these con- 
tinued efforts being made to supply 4 
steady flow of work the year round. 
Production of cars for 1938 was started 
at a satisfactory rate with a larger 
number of new ‘models in the hands of 
dealers than was the case at this time 
last year.” 
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Product Design 


and Investment 


By Cartes H. OPPENHEIMER 


President, Designers for 


is axiomatic that investment bank- 
and lenders carefully examine 

financial statements, credit and op- 
erating and management factors when 
extending loans to industrial enter- 
prises. Often loans are contingent upon 
a voice in management and operation, 
wherein there is closer supervision of 
production, promotion and sales activ- 
ities, looking to conserving financial 
interest or rehabilitating a business. 

Comparatively new, the broad sub- 
ject of product design is possibly re- 
mote in the minds of many, though in 
a broad sense it is the key factor in 
the successful culmination of produc- 
tion and sales. Hence it demands the 
consideration of every investor or lender 
for upon sales and profits depends the 
stability of mortgage or investment. 

In the early days of the current ma- 
chine age, styling of products for ap- 
pearance or eye-appeal values was not 
an indispensable sales factor. Every- 
where there was continued demand for 
mechanical things to speed up produc- 
tion, to lower costs, and to augment 
the labor supply. This was true in 
manufacturing, in stores and offices, 
and in the home. 

The demand was for things that would 
do a certain job well, render long life 
under satisfactory service conditions. 
Engineers and executives did a good 
job. The success of a new tool or 
equipment was the signal for others 
to manufacture a similar machine or 
device. Equipment and machines were 
sturdily built to give service and to 
last a life time, and many of them do. 

The result has been many a market 
surfeited with tools, equipment and ap- 
pliances. Users have found little rea- 
son for making replacements for the 
reason that the old equipment is per- 
forming a fairly satisfactory service. In 
many lines there has not been sufficient 
engineering improvements or change in 
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style to warrant a new purchase, nor 
to even create interest in possible re- 
placement. The reader can easily re- 
call many “good” tools and appliances 
or equipment units that have been in 
service from ten to twenty years, and 
to all appearances are likely to last 
another ten or twenty years. 

This is a momentous problem in many 
lines, for durability and service have 
created satisfied customers who see no 
need for making another purchase. The 
manufacturer is confronted with the 
competition of similar products, both 
domestic and imported and other im- 
pediments to sales. The need is sales 
stimulation. The answer to the prob- 
lem has been found by automobile and 
radio manufacturers, clothing and hat 
makers, and industrial leaders in sev- 
eral fields. But, thousands of manu- 
facturers, large and small, have ignored 
the principle they have successfully 
used. 

This principle is simple to under- 
stand, technical in accomplishment, in- 
significant of cost in mass production, 
and yet a potent factor in marketing. 
Women call it styling, fashion, and 
smart lines; it also encompasses refine- 
ments that are a part of new design 
and styling. And, like correctly tail- 
ored suits, the style and beauty are like 
unto the inherent qualities that the 
smart tailor emphasizes by the art of 
handling forms, lines and color tones. 
Men who wear correctly tailored cloth- 
ing are well awace of these qualities. 
but many who demand such tailoring 
because of the appearance values 
evolved, fail to recognize the need for 
application of the principles involved, 
to the products of their factories. 

They have ignored the fact that the 
American public is style and beauty 
conscious and sales are stymied. They 
have filled the market with long-life, 
serviceable products, but have failed to 
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follow the example of the automobile 
industry, for example, in making style 
changes that attract attention and de- 
sire for new things. Yet, there is not 
a man, woman or child, a banker, an 
industrial executive, doctor, lawyer, de- 
partment head, artisan, clerk, farmer 
or truck driver, who is not swayed and 
influenced by that thing advertising men 
and sales managers know as eye-appeal. 

Eye appeal in products, whether for 
use by machinist, plowman, or execu- 
tive, creates desire for those products, 
and leads to sales. That’s why product 
design fits into the investing and lend- 
ing piqture. The writer has in mind a 
typewriter that has been in use for al- 
most twenty years. It was built for 
service. It‘is still giving service. But 
in his opinion it is only in the past 
year or two that the manufacturer of 
that typewriter has effected style 
changes and sufficient refinement, to 
create a wish for replacement. The old 
machine still does satisfactory work, 
and fills a need even though it may be 
minus the minor convenience features 


that have been incorporated in the 


model from time to time. But now, 
there has been a smart new styling plus 
refinements that make the new model 
machine desirable. 

More concrete evidence of the value 
of redesign in creating sales is revealed 
in the sales successes of various prod- 
ucts, including tractors, home appli- 
ances, waste receivers, and many other 
products, where executives have en- 
visioned the sales possibilities of new 
design. 

The tractor is a unique example, for 
few persons see a need for beautifying 
equipment of this sort which primarily 
is built for rough service. Yet, news- 
papers recently carried a statement by 
W. King White, president of the Cleve- 
land Tractor Company, that tractor 
sales were the heaviest in years and 
that “sales activity commenced with 
the introduction of new streamlined 
models.” 

In the home appliance field, the 
Hotstream Heater Company restyled its 
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efficient Dixie water-heater for appear- 
ance-values and incorporated mechani- 
cal improvements. The sales manager 
reports that as a result of redesign “we 
can truthfully say that Hotstream now 
leads the water-heater industry in new 
developments; we have been enabled to 
obtain accounts which heretofore were 
impossible to even approach; and I am 
putting it mildly when I say that the 
new models created a wonderful impres- 
sion in the minds of those who have 
seen them.” 

Another result of unusual interest 
centers around a waste receiver, the 
kind used in dental and medical offices, 
Here again, styling ostensibly is a de- 
batable factor. However, in line with 
the modernization programs in profes- 
sional offices, the Master Metal Prod- 
ucts, Inc., of Buffalo, deemed it a good 
move to offer something new and more 
modern in waste receivers. President 
Tate’s comment on ‘the sales effective- 
ness of the new design adopted is 
summed up in his statement that “al- 
though this new design has been on the 
market only a few months, sales have 
increased approximately threefold. Fur- 
thermore we were able to take a posi- 
tion of leadership in our field, and with 
this new design we find that sales are 
actually easier to make and _ profits 
larger than with our old design.” 

These industrial experiences with 
product styling for current markets are 
indicative of the close relationship of 
product design to investment or loan. 
They evidence that sales and earnings 
and the opening of new markets are 
made possible by the simple expedient 
of catering to public preference for 
things attractively styled. Consumers 
will make replacements, provided in- 
dustry capitalizes upon style and refine- 
ments that stamp owned things with the 
stigma of obsolescence, and not being 
up-to-date. 

Other angles of product design in- 
volve the creation of units to meet diver- 
sified purchasing power—a policy that 
has proved an invaluable fulcrum in 
lifting sales volume in various fields. 





LETTERS TO 


THE 1937 RECESSION — SOME 
CAUSES AND THE REMEDY 


Editor, THE BANKERS MAGAZINE: 

All of the causes of any condition 
cannot be known, but one of the prin- 
cipal causes of the present recession is 
the Act of Congress of May 12, 1933, 
Agricultural Adjustment Act, section 
43 (b) (2) authorizing the President: 
“By proclamation to fix the weight of 
the gold dollar . . . to stabilize domes- 
tic prices or to protect the foreign com- 
merce against the adverse effect of de- 
preciated foreign currencies. . . .” 

First consider its purpose. Compare 
wheat and the dollar, the latter then 
25.8 grains of monetary gold. Wheat 
varies in price according to supply and 
demand, crop estimates, etc. The 25.8 


grains stays as nearly constant as any- 
thing in this universe where everything 


is in motion. So we have one variable, 
“w” and one constant, “g.” But after 
the enactment of 43 (b) (2) we have 
two variables, “w” and “xg.” So that 
instead of “to stabilize” the act un- 
stabilizes values. Incidentally “to fix” 
in the act means “to unfix,” “to vary,” 
because the dollar had been fixed at 
25.8 grains as above stated. 

The idea that the President by public 
proclamation can “. . . protect the for- 
eign commerce against the adverse effect 
of depreciated foreign currencies . . .” 
involves outwitting or deceiving mer- 
chants, international bankers, dealers in 
foreign exchange and perhaps other 
such innocents, dunces, ignoramuses, 
etc. 

The purpose was stated by the Senator 
who introduced this measure as an 
amendment to the AAA, which state- 
ment is quoted in the Gold Clause 
Cases, i. e., that it may transfer value 
to the extent of almost $200,000,000,000 
from one class to another, first from 
the owners of bank deposits; second, 
from the owners of bonds and fixed in- 
vestments. 


THE EDITOR 


Second, consider its effect. The 
standard unit of value was changed 
from a constant to a variable, that is 
abolished. Wherefore one would not 
loan money repayable a long time dis- 
tant because it is impossible to know 
how much one would get back, any- 
where from 50 per cent. to 100 per cent. 
That stopped long time loans which are 
necessary for capital goods industries. 
The New York Sun estimated from its 
survey of industry that upward of 70 
per cent. of unemployment was in the 
capital goods industries. At one time 
the A. F. L. estimated the unemployed 
at 11,000,000 which would credit 43 
(b) (2) with 7,700,000. The “Gov- 
ernment” (i. e., the politicians) loans 
money (other people’s), so that the 
situation apparently is somewhat re- 
lieved, but there are other elements in 
the same domain, e. g., the repudiation 
of the gold clause (joint resolution, 
June 5, 1933), the confiscation of gold 
(Gold Reserve Act, January 30, 1934, 
section 2) and stopping of coining of 
gold (ib. section 5) and forbidding pay- 
ment of gold by the Treasury (ib.). 

And the above are coérdinated with 
statutes in regard to banking, to the 
issue of currency on bonds, etc., rep- 
resenting deficits, to the control of agri- 
culture (AAA, soil conservation, etc.) ; 
to the control of industry and commerce 
(NIRA, Wagner Act); to the control 
of power (TVA, etc.), including court 
control, temporarily in suspense. 

What is a despot, a tyrant, a dictator? 

There is no such thing as a “govern- 
ment”; only one or more men at Wash- 
ington, London, etc., politicians. Poli- 
ticians act for votes, for popularity, for 
election. 

Business is for profit. Business can- 
not be run for votes, for popularity, 
for election and at the same time for 
profit. 

It is necessary to remember that the 
fall in prices of 1929 was caused im- 
mediately because prices had gone too 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
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LOAN 
BUSINESS 


By R. E. DOAN 
and 


G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
National 


described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 


BANKERS PUBLISHING Saraes 
465 Main St., Cambridge, Mass. 


Please send me ‘on approval a copy of 
“Increasing Personal Loan Business” by 
Dean ard Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 


high, which in turn was caused by 
speculation, over-extension. Those con- 
ditions were being cured by the forces 
natural to that domain when errors in 
monetary and economic legislation were 
committed; monkey wrenches were 
thrown into the machinery. It is now 
necessary to remove the monkey 
wrenches, to correct the errors, repeal 
the damaging statutes before the full 
results of these errors, disaster, shall 
have been suffered, before the wind 
shall have become the whirlwind. 

We need to be progressive, liberal, 
enlightened, and to adopt the motto, 
“Less government in business; more 
business in government.” Thereby we 
shall preserve our lives and liberties 
and regain our honor and have goods 
more abundantly; wealth, prosperity, 
all these worldly things, will be added 
unto us! 

Epwarp H. Neary. 
Port Washington, N. Y. 
Nov. 11, 1937. 


© 
MANUFACTURING ACTIVITY 


MANUFACTURING activity reached the 
high point of recovery movement in the 
spring of this year and since that time, 
with the exception of August, has stead- 
ily declined with October at the lowest 
level since June, 1936. From the peak 
of the year aggregate industrial pro- 
duction has declined by approximately 
20 per cent. Practically all industries 
have shared in the downward trend. 
The scramble for liquidity that seems 
to prevail is apparently accounted for 
by the memory of the 1929-32 debacle 
and a general lack of confidence. On 
the surface the rapidity of the down- 
ward movement would seem to presage 
an early adjustment. When, however, 
the decline is accompanied by increased 
unemployment and a consequent de- 
crease in purchasing power, forces are 
set in motion that prolong the defla- 
tionary period unless checked by return 
of confidence based upon constructive 
developments.—First National Bank of 
Boston. 
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Railroad Reorganizations Under Section 77 


By Eucene S. Brooks 
Arthur B. Treman & Co. 


S this article is written, 91 Class I 
roads, owning some 66,000 miles of 
line and with a total capitalization 
of more than $5.3 billion, are bank- 
rupt. Of this number, over half have 
petitioned for reorganization under 
Section 77 of the Federal Bankruptcy 
Act. Recalling from our history books 
the impracticability of “debtor prisons,” 
one sportingly inclines to any legisla- 
tion looking toward “Provisions for the 
Relief of Debtors,” which, incidentally, 
is the formal title of what is now known 
as Section 77 of the Federal Bankruptcy 
Act. Unfortunately, as the cold light 
of reason falls upon this section, the 
evils which it encourages—and, in some 
cases apparently inspires—the sporting 
blood of the investor turns to ice water. 
Excepting that a petitioning road can 
be brought under the jurisdiction of a 
single Federal Court (and is no longer 
threatened with as many separate ac- 
tions as there are states traversed by its 
lines), the act abounds in imperfections. 
In fact, it is believed that it may well 
result in hindering rather than expedit- 
ing reorganizations. It is not the pur- 
pose here to soliloquize upon the eco- 
nomic and social implications of this 
unique legislation but to deal with real- 
ities of the problem as it affects the 
bondholder. 


A Typical Plan 


Let us consider a typical reorganiza- 
tion as proposed under Section 77. 
There was recently filed with the I. C. C. 
a recapitalization plan for a small Cen- 
tral Western carrier where over 50 per 
cent. of the common stock control is 
vested with a single interest. Under 


this proposal, the principal amount of 
debt is scaled down nearly 50 per cent. 
with interest on over half of the new 
debt “contingent on earnings” rather 
than being a fixed charge. The pre- 
ferred stockholders are offered one 
share of new preferred for each ten 
held, while the common receives one- 
third new common share. As the plan 
provides for half again as many shares 
to be outstanding and, as the old hold- 
ers receive only one-third of a new 
share, the effect of the plan upon the 
controlling interest is to reduce the 
equity ownership from over 50 per cent. 
to approximately 15 per cent. A casual 
examination would indicate that the 
extent of sacrifice had been equitably 
distributed between creditor and debtor. 
Closer scrutiny, however, réveals some 
rather startling jokers. One of these is 
the so-called “Capital Improvement 
Fund” embodied in practically all plans 
coming to the writer’s attention. This 
“fund,” representing an annual charge 
against earnings (before contingent 
bond interest) averages from 2 per cent. 
to 3 per cent. of gross revenues at the 
discretion of the management and is to 
be used for additions and betterments 
to the property. 


Pity the Bondholder 


What is the position of the old 
“blanket” or junior mortgage bond- 
holder under this proposal? For 
$1000 principal debt formerly held, he 
is offered $500 in a new income mort- 
gage obligation with interest payments 
dependent upon earnings. He further 
receives approximately 50 per cent. of 
the old par amount in new common 
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and preferred shares. His assent to the 
plan is naturally predicated upon the 
belief that the road will soon return 
to a profitable basis of operation and 
that he will shortly get some return on 
his income bond. But no—first, there is 
the charge against earnings for addi- 
tions and betterments as provided in 
the “Capital Improvement Fund.” Next 
comes a sinking fund, one half of which 
goes toward retirement of senior debt 
and one half toward purchasing the 
contingent obligations. Following this, 
is still another sinking fund which ap- 
plies solely to retirement of senior debt. 
Finally, there is a sinking fund ap- 
plicable to the contingent debt. Only 
after the satisfaction of all these prior 
contingent charges has the junior bond- 
holder any claim upon income. 
Brushing from our minds the cob- 
webbing of legal phraseology with 
which most reorganization plans 
abound, just what does this proposal 
accomplish? Briefly this. The owners 
(stockholders) accept a scaling down 
of their equity interest, make no capital 
contribution, and utilize earning power, 


first, to improving their asset, then to 
pay off the debt, before any considera- 
tion is given to the junior bondholder. 


Capital Improvement Fund 


The “Capital Improvement Fund” ap- 
pears unduly vicious from the creditors’ 
standpoint. In the property under dis- 
cussion, little recognition is given to 
the fact that the bondholder has already 
contributed $200 (unpaid interest) to- 
ward the rehabilitation of the property. 
He is now asked to give up $500 of 
his mortgage claims on the asset he has 
improved and subordinate his remain- 
ing claim on earnings until the prop- 
erty is still further improved (up to 2 
per cent. of gross revenues) at the man- 
agement’s discretion. For the sake of 
emphasis be it repeated that after this 
charge there are three sinking funds to 
be reckoned with. 


Attitude of the I. C. C. 


It is small wonder that the I. C. C. 
is unimpressed with reorganization 


THE BANKERS MAGAZINE 


proposals to date. A rather clear in- 
sight into the probable attitude of the 
Commission toward ultimate recapital- 
izations was provided last January 
when this bureau proposed its own re- 
organization of the Alabama, Tennes- 
see and Northern Railroad. But this 
only .added another horn to the 
dilemma; for just as the so-called man- 
agement plans may be criticized for un- 
due generosity to the debtor, the Com- 
mission’s proposal appears so academic 
that it will not stand in the light of 
reality. The Interstate Commerce Com- 
mission, for instance, believes the is- 
suance of income bonds is objection- 
able. Admittedly, the Commission fails 
to recognize that the largest creditors 
of the railroads are fiduciary institu- 
tions legally restrained from holding 
stock. Thus, it does not seem likely 
that these creditors will endorse any 
proposal where they are to be the re- 
cipient of stock as opposed to income 
bonds. Then, too, from the manage- 
ment’s standpoint, they are obviously 
not anxious to create a taxable capital 
obligation (such as stock) when the 
non-taxable income bond instrument is 
available. 


Possible Evils 


Proceeding on the premise that 
“every man is a gentleman until he’s 
found out,” some thoughtful considera- 
tion might be given to the unlimited 
scope which Section 77 offers to the un- 
scrupulous. Pausing for a moment, let 
us remember that a basic objective of 
the Bankrutcy Act is to permit reorgan- 
ization without foreclosure. It is a 
patent fact that there is much in rail- 
road operation which seldom comes un- 
der the studied scrutiny of the analyst 
much less the casual notice of the in- 
vestor, such things, for instance, as di- 
vision of rates, car hire, traffic routings, 
etc. Let us take a hypothetical case 
where a railroad over a period of years 
has gradually acquired the equity own- 
ership of a smaller property because of 
the outstanding operating advantages 
which such control would give it. Now 
let us suppose that, although independ- 
ently profitable, this controlled prop- 
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erty is burdened with a considerable 
debt charge. The parent company, 
through its stock control, obviously 
dominates the managerial policy of the 
controlled road. By what easier method 
could the parent company’s profits be 
expanded than by reducing the sub- 
sidiary property’s funded debt? And 
by what easier methods could default 
be engineered than by an unfavorable 
division of rates or perhaps unduly high 
equipment charges or even traffic rout- 
ings? Gross revenues would begin to 
drop, operating costs go up and, finally, 
cash resources become exhausted. Then 
receivership—yes, but not foreclosure! 
The controlling property still retains 
its ownership and would likely propose 
a plan not dissimilar to the one herein 
discussed. If the plan is approved, the 
parent company stands to benefit ma- 
terially while the deluded bondholder 
is left “holding the bag.” 


A Suggestion 


It is not so long ago that the integ- 
rity of railroad credit generally was 


being seriously appraised by forward- 


thinking investors. If now, the bond- 
holder is to receive such niggardly 
treatment by properties in the great- 
est need of credit, it is difficult to 
see how the industry can attract invest- 
ment capital in the future. 

It is to be admitted that the present 
debt burden is unsupportable on the 
basis of current traffic. It is likewise 
to be admitted that the so-called con- 
tingent interest obligation provides a 
desirable “cushgon” during lean traffic 
periods. That" the junior mortgage 
bondholder should be willing to accept, 
not only some scaling down of his 
principal obligation but also agree to a 
contingent lien on earnings is reason- 
-able. It definitely does not seem reason- 
able that he should be asked to further 
develop the property for the benefit of 
the equity holder and forego a return 
on his investment. Obviously, the pri- 
mary purpose of a capital readjustment, 
is to so rearrange the debt burden that 
the new common may have a ‘tangible 
equity value. If it. has,. why not 


505 


provide the old common holders an 
opportunity to continue the  invest- 
ment by subscribing to this new equity 
on an attractive basis. By that method, 
the owners, not the creditors, would 
contribute the capital necessary to re- 
habilitate the property, and thus elimi- 
nate the need of the burdensome “Capi- 
tal Improvement Fund.” As a further 
step to insure the bondholder, it might 
not be imprudent (where control of a 
property has passed to that of another 
road) that the controlling road be 
forced to pledge its faith and credit be- 
hind the bonds of the acquired property. 


What Price Prospectus 


Although questionable if anyone 
charged with the stewardship of invest- 
ment funds can criticize the S. E. C. 
the intelligently-minded must repress 
a chuckle as they read that part of a 
voluminous prospectus detailing the 
mortgage security. “Mortgage security” 
in popular knowledge means an asset 
pledged to secure a creditor in the event 
of default. If under Section 77 you 
are prohibited from foreclosing ‘on that 
asset to protect your loan, why the de- 
tailed prospectus description? Or, if 
printed, should there not be the post- 
script “you cannot foreclose under this 
mortgage.” 


© 
SOUND FISCAL POLICY NEEDED 


A SOUND economy cannot be built on 
an unsound fiscal policy of government. 
So long as large Federal deficits con- 
tinue, and until a determined about- 
face is made, until the imperative de- 
mand for a balanced budget is voiced, 
we must admit to ourselves that we are 
building on an unsound foundation. 

One hundred sixty years of the great- 
est progress recorded in the history of 
mankind is now in jeopardy; heroic 
efforts are necessary; statesmen are 
needed; partisan politics must be for- 
gotten. We must all work to one com- 
mon end if our country as we have 
known it, is to be preserved.—Orval W. 
Adams, president, American Bankers 
Association, 





FINANCIAL SITUATION ABROAD 
A Monthly Survey 


The General Situation 


Wars continue in Spain and China, 
while in the nearby-by countries of 
Haiti and San Domingo something re- 
sembling it has happened. Japan, in 
the conflict with China, has achieved 
its first major objective, the cap- 
ture of Shanghai. Italy seems to be 
withdrawing some of its military as- 
sistance to the Spanish revolutionists, 
but as a counterbalance to this move, 
Great Britain has made some arrange- 
ment with General Franco, chiefly of a 
commercial character. Germany, Italy 
and Japan have entered into a treaty 
pledging joint efforts against the spread 
of communism, and this action has led 
Soviet Russia to inform Italy that the 
treaty disturbs the friendly relations be- 
tween these two countries. At Brussels 
an international conference has been in 
session whose purpose is to effect a set- 
tlement of the strife between China and 
Japan. Thus far, the deliberations of 
the conference appear unproductive of 
results. Last month there was a rather 
sudden turn in the leading foreign ex- 
changes against the American dollar, 
and some exportation of gold, first to 
France. As this gold is taken from a 
sterilization fund of some $1,200,000,- 
000, its withdrawal does not affect the 


reserve position of the American banks 
nor the credit situation. Concurrently 
with the exportation of gold to France, 
there was an importation of practically 
the same value of the metal (around 
$10,000,000) from Japan. The out- 
flow of gold, on even a much larger 
scale than now seems probable, is re- 
garded with composure by American 
financial authorities, and would be wel- 
comed as transferring gold to coun- 
tries where the need for it is much 
greater than it is here. 


Great Britain 


REVIEWING the position of the British 
railways from 1931-37, the Monthly 
Review of the Midland Bank reports 
that while net revenues increased from 
£34.2 millions in 1931 to £36.5 millions 
in 1936, the record in respect of the 
return on outstanding capital has not 
developed so favorably. While net 
revenue, as shown, has risen well above 
the level of 1931, it has not been re- 
stored to the figure of £46 millions in 
1929. Over the whole mass of capital 
outstanding, amounting to more than 
£1,100 millions, the returns in 1929 
worked out at slightly more than 4 per 
cent., and after falling to 214 in 1932, 
they recovered to 31 last year. 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 





CAPITAL 
Authorized 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


P10,000,000.00 @yiiiigne 


CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


EIGHTY YBARS 
and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 
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ForEIGN trade, according to Lloyds 
Bank Limited Monthly Review, is im- 
proving, the expansion being chiefly on 
the import side (increasing the adverse 
trade balance to £47.2 millions), ex- 
ports are also rising. Commodity 
prices are turning downwards, although 
the cost. of living on September 1 last 
had risen by 5.4 per cent. as compared 
with September 1, 1936, and retail food 
prices 6.9 per cent. 


THE trade outlook continues good, and 
at the end of August the number of in- 
sured employed workers rose to a new 
high figure, and although there has 
been a slight drop since then, the figure 
for the end of September was 11,599,- 
000. 


As reported by the Westminster Bank 
Review, September was a disappointing 
month on the London Stock Exchange. 
The slackness, it says, could not be ac- 
counted for by any change in the gen- 
eral industrial or trade situation, but 
was attributed to conditions in the New 
York market and the conflict in the Far 


st. 


In the banking supplement of October 
16, The Economist states that since its 
last examination of the banking system 
continued recovery has taken place. 
Various disturbances have occurred 
such as to affect security prices, but in 
the long run they have not influenced 


Inquiries and correspondence invited. 


the general trend of trade to any great 
extent. The banking system is gov- 
erned by two factors, the trend of trade 
and government policy, either of which 
may predominate. For six years now 
the monetary policy of the government 
has been to maintain cheap credit con- 
ditions. Short-term money rates remain 
as low as ever, and so far gilt-edged 
prices have not fallen much below their 
early 1936 peak. Sooner or later, how- 
ever, if the trend of trade continues up- 
ward and the rearmament program 
continues with the present intensity, the 
long-term rate of interest must move up- 
wards still further. Meanwhile, the 
government’s borrowing requirements 
compel, on political grounds, the con- 
tinuance of cheap money as long as 
possible. 


CONSIDERING various facts and figures re- 
lating to trade and industry, the Monthly 
Review of Barclays Bank Limited does 
not find that these figures suggest any 
deterioration in the economic situation 
of the country. “The record level of 
industrial production,” it says, “the sus- 
tained and well-distributed improvement 
shown by statistics of retail trade, the 
continued growth in industrial profits, 
the increase in railway traffic receipts, 
the expansion in provincial bank clear- 
ings, the magnitude of the note circula- 
tion and the greater demand for bank- 
ing accommodation together furnish un- 
doubted evidence of rising internal 
prosperity. In addition, the returns re- 
lating to United Kingdom overseas 
trade show that this country is sharing 
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the benefits of the welcome revival in 
international commerce.” 


France 


THE recent importation of gold from 
New York, while apparently reflecting 
an improved value of the franc, perhaps 
more accurately indicated a temporary 
decline in the dollar as contrasted with 
sterling and some other international 
currencies. While recent cantonal elec- 
tions have resulted in some check to 
communists, they have increased the 
power of the radical and social ele- 
ments, and there does not appear to be 
any early prospect of a modification of 
measures (such as the forty-hour week) 
regarded as restricting production. The 
increase in wages since May of last year 
by some 35 to 40 per cent. has disap- 
peared in the increase in the cost of 
living. Prices for some time have been 
rising, but lately they have shown a 
slight decline. 


Germany 


IN a general way there is some improve- 
ment in this country’s condition. Cereal 
crops are better than was indicated by 
earlier reports, and the national in- 
come is improving, and the construc- 
tion of houses is moving upwards. 
Lately the share market has shown im- 
provement over previous weeks. 

The recent resignation of Dr. Schacht 
from the Ministry of Economics, was 
due, it is said, to his opposition of lib- 
eral spending by the public authorities. 

Production of both capital and con- 
sumers’ goods continues at a high rate, 
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being well above the figures for 1928— 
a boom year. 


Italy 


THE trade deficit continues to be an 
important feature in this county’s con- 
dition. For the first eight months of 
the present year it stood at 2,420.3 
million lire, against 837.6 million for 
the corresponding period of 1936. It 
is said that during 1937 the financial 
market has reflected business ‘recovery, 
but that the upward trend has never 
shown inflationary tendencies. A favor- 
able factor in the situation is the marked 
increase of savings deposits in the 


banks. 


Sweden 


FOREIGN trade returns for the first three 
quarters of 1937 show an import sur- 
plus of 132.2 million Kr., compared 
with 91.4 million for the first three 
quarters of 1936. 


Holland 


Discussinc the trade recovery for the 
third quarter of 1937 the Financial and 
Economic Review of the Amsterdamsche 
Bank is not disposed to attribute too 
much credit to the devaluation of the 
guilder, but points to the general in- 
ternational recovery as a strong con- 
tributing influence. But whatever the 
origin of the recovery, it is welcomed. 
It is in evidence in many directions— 
expansion of foreign trade, a rise m 
stock exchange prices, and increased op- 
portunities of employment. 
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Columbia 


THE Review of the Bank of the Repub- 
lic, Bogota, Columbia, in a recent issue, 
reports active business in all lines. It 
contains a message, presented to the 
legislative chambers by Doctor Alfonso 
Lépez, president of the Republic, from 
which the following translation is made, 
relating to past difficulties and the 
measures taken to meet them: 

“T have never manifested sentiments 
of hostility to foreign capital that is 
based on Columbian industries. But 
the methods I use in order to explain 
the facts show to be distinct from those 
accustomed to employ the governments 
and many politicians. I cannot say in 
good faith to Columbians that the in- 
vestment of international capital, on 
the basis of free concession, or little 
less, the gracious privilege of scant par- 
ticipation of the state in the benefits, 
must be considered as the best method 
to profit our natural riches, and that 
this investment deserves, additionally, 
gratitude and consideration which the 
stale denies to Columbians proper. 


“I hope that I shall not be esteemed 
impertinent to take note here that the 
last months of this Administration em- 
ployed itself to combat, peacefully but 
energetically, the most notable causes 
of economic unrest among those which 
influence or determine in Columbia a 
good or bad general situation. 

“Abuse of public credit, devaluation 
of the money, restrictions against trade, 
disequilibrium in the balance of inter- 
national payments and consequent re- 
duction of the metallic reserves of the 
Bank of the Republic, insecurity in 
rural property, provoked by frequent 
collisions among planters or invaders 
and the police, industrial anxiety pro- 
duced by continuous conflicts between 
capital and labor, political agitation 
and the lack of firmness in the economy 
and finances of the state. 

“We have reéstablished order in the 
national finances, stabilized the money, 
guaranteed a favorable balance of in- 
ternational payments, aided by the con- 
ventions that facilitate our commerce 
with the United States and Germany, 
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eliminated’ practically the rural con- 
flicts, promoted industrial peace and po- 
litical tranquillity. How many enjoy 
today sound economic prosperity, par- 
ticularly the business men that have 
been sensitive to panic which each act 
or declaration of the government occa- 
sioned, will think that our lucky star 
has permitted us to make dangerous ex- 
periments to reach a situation of fair 
weather that we have not contributed to 
bring about. To you it is to say if the 
Government has proceeded with pru- 
dence or imprudence in its fiscal and 
economic conduct.” 


Finland 


CoNnDITIONS continue good, but the stock 
exchange at Helsingfors felt, in the be- 
ginning of September, some of the ef- 
fects of the recession in other countries. 
The plentiful supply of money is in- 
dicated by increased time deposits in 
the banks. 


The Argentine 


From its branch at Buenos Aires the 
First National Bank of Boston has re- 
ceived the following information, un- 
der date of November 4: 

The value of September exports was 
unexpectedly large and reached m$n 
158,109,000. However, September im- 
ports of m$n 157,386,000 were the 
highest since January, 1930, leaving a 
favorable balance of only m$n 724,000 
for the month. For the first three 
quarters of the year the favorable trade 
balance stood at the impressive figure 
of m$n 750,938,000. 


Sept., 1937 
m$n 


Sept., 1936 
m§n 
Liabilities 
failures 
Bank clearings 


3,909,000 
3,401,000,000 


3,878,000 
2,864,000,000 


Turnover on the Buenos Aires Stock 
Exchange in September dropped to 
m$n 115,336,000. During the month 
three shipments of gold were received 
from England, which with amounts pre- 
viously reported, bring the total up to 
m$n 77,000,000. 
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Mexico 


REPLYING to the circulation of rumors 
to the effect that Mexico was spending 
amounts in excess of what the revenues 
warranted, President Cardenas recently 
called attention to the fact that receipts 
were running well above the estimates 
(the receipts up to September being 
$73,461,614.70 in excess of the esti- 
mates), and. further said that should 
revenues decrease, public works would 
be curtailed within budget limits. Re- 
ferring to the monetary and banking 
situation, he said: 


The government believes that it is ad- 
vantageous for the country to develop its 
various activities on the basis of sound 
money, and to that end has taken measures 
to strengthen the position of the Bank of 


INTERNATIONAL 


Barciays BANK Limitep (D.C. & O.). 
—Arthur Bevington Gillett has been 
elected vice-chairman of the board. 


YOKOHAMA SpeEcIE Bank LIMITED.— 
The ordinary general meeting of share- 


holders was held at the head office in 


Yokohama September 10, Toshikata 
Okubo, president and chairman, presid- 
ing and moving the adoption of the re- 
port. After reviewing economic condi- 
tions in the leading countries, Mr. 
Okubo said: “It is a matter for con- 
gratulation that, in view of the circum- 
stances mentioned above, it is possible 
to submit to you the report in your 
hands, showing a result much the same 
as usual.” 


Savincs BANK oF SouTH AUSTRALIA.— 
The report for the year ended June 30, 
1937, showed the number of accounts 
to be 570,584, an increase of 19,603 
compared with the previous year, and 
the amount at credit £23,588,757, an 
increase of £982,593. 


COMMONWEALTH SAVINGS BANK OF 
AUSTRALIA.—This institution celebrated 
its silver anniversary on July 15, 1937. 
Indication of the bank’s growth may 
be gained from the fact that the number 
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Mexico and, in general, the national bank- 
ing system, not only of official but of 
private institutions, with the object of re- 
inforcing public confidence. Convinced that 
fluctuations in the foreign exchange rates 
have a harmful effect upon national econ- 
omy, the government is not contemplating 
any change in the prevailing rate. 

It is evident to everybody in Mexico that 
the government has undertaken a great pro- 
gram of such public works as railroad and 
highway constructions, irrigation services, 
port works and establishing industrial 
plants, as well as expanding social services. 
The financing of these works was both care- 
fully considered and put into effect. The 
budget was increased in strict accord with 
increased income and such legitimate means 
of obtaining credit as issuing bonds were 
employed. These bonds have been absorbed 
by the domestic market. These works are 
increasing the production and the wealth 
of the country, thus improving living con- 
ditions for a great many people whose lot 
heretofore was miserable. 


BANKING NOTES 


of accounts increased from 342,022 to 
2,154,055 from June 30, 1917, to June 
30, 1937, and deposits from £12,097,448 
to £137,026,595. 


BANK OF THE REPUBLIC, Bocota, Co- 
LOMBIA.—F or the second half of 1936 
the profits of this institution were 
$547,906, and for the first half of 1937 
$657,204. In his report General Man- 
ager Julio Caro said, referring to condi- 
tions in Colombia: “We have peace, a 
balanced national budget; our money 
is stable and well backed; trade is pro- 
ceeding normally; production is in- 
creasing.” 


STATE Savincs BANK OF VICTORIA.— 
The progress of this bank is shown by 
the increase in the number of new ac- 
counts opened from 133,001 in 1933 to 
165,431 in 1937, and the rise in cash 
deposited over the counters from £32,- 
513,810 to £41,221,163. The bank has 


been in operation for ninety-six years. 


Miptanp Bank LImItTeD.—The directors 
have resolved to make an offer of new 
shares of £1 each at the price of £2 
per share to the shareholders registered 
at the close of business on the 15th 
October, 1937, the offer to be in the 
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proportion of one new share for every 
£20 of paid-up capital held. Fractional 
shares will not be issued, but, in lieu 
thereof a payment will be made at the 
rate of 9d. for each 10s. of paid-up 
capital up to £19 10s. Od., or in excess 
of £20 or a multiple thereof. The new 
shares will rank pari passu with the 
£1 shares already issued, and will rank 
for dividend as from lst July, 1937. 


INDUSTRIAL BANK OF JAPAN LIMITED.— 


In his report for the half-year ending 
June 30, 1937, Governor I. Horai said: 


As you will find in the semi-annual re- 
port, the bank’s business for the present 
term shows a favorable result, and the pro- 
posed distribution of profits is intended to 
place our institution on a still sounder and 
safer foundation, with ample appropriations 
for the writing-down of the bank’s prop- 
erty. The gross earnings reach 17,032,516 
yen as against a gross expenditure of 14,- 
946,868 yen, showing a net profit of 2,085,- 
648 yen, to which has been added a balance 
of 1,360,522 yen brought forward from the 
preceding term, bringing the total to 
3,446,170 yen, which is the profit for the 
present term. Setting aside 400,000 yen for 
reserve against losses, 100,000 yen for divi- 
dend equalization reserve, and 1,361,170 yen 
to be carried forward to the next term, a 
sum equal to 6 per cent. per annum on 
the paid-up capital has been designated as 
dividend to the shareholders. 


QUEENLAND NATIONAL BANK LIMITED.— 
The shareholders’ meeting was held at 
the head office, Brisbane, July 13, 1937. 
Net profit for the year ending June 30 
was £74,820, and this added to the sum 
brought forward from previous year 
gave a total of £94,756. An interim 
dividend at the rate of 4 per cent. was 
paid December 31, 1936, and a divi- 
dend at the rate of 41% per cent. June 
30, 1937, leaving a balance of £20,381 
to be carried forward. 


THE Mitsut BANK LimitTep.—At the gen- 
eral meeting of shareholders, Septem- 
ber 1, 1937, Junshiro Mandai, chairman, 
presented a report which showed total 
deposits at the end of the term stood 
at yen 904,340,000, while loans. and dis- 
counts, excluding call loans, amounted 
to yen 531,850,000, showing gains of 
yen 47,420,000 for the former and of 
yen 13,160,000 for the latter in com- 


Federal Banking Laws 
1936 Edition 


In a Compact, Pocket Size Volume—452 
Pages Explanatory Footnotes—Arranged 
for Quick Reference—Durably Bound in 
Cloth—Completely Indexed—Price $3.75 


Bankers Publishing Co. 


465 Main Street Cambridge, Mass. 


parison with the respective amounts of 
the previous period. Foreign bills 
purchased amounted to yen 74,360,000, 
nearly the same as last term, while in- 
vestment holdings decreased by yen 
17,980,000 to yen 305,390,000. As to 
the net profit for this term, it was stated 
that in spite of decreased earnings in 
security business, the result obtained, 
thanks to the greater demand for ad- 
vances, has been much the same as last 


term. 
® 


EFFECTS OF RISING COSTS 


IT is sometimes assumed that higher 
costs are a matter of small consequence 
to business because the increased 
charges are simply passed on to the 
consumer. This is a superficial and 
inaccurate view of the situation. In 
many cases competition makes it im- 
possible to bring about a quick re- 
adjustment between prices and costs. 
The result is that profit margins are 
reduced, business initiative jis stifled, 
and both output and employment de- 
cline. But even where prices can be 
raised to compensate for the higher 
costs, the results are unfavorable not 
only to business but to the population 
in general. At the best, the higher 
prices raise the cost of living and to 
that extent nullify any increase that 
may have taken place in wages and 
purchasing power. At the worst, the 
rising cost of living results in “buyers’ 
strikes.” reduced consumption, and a 
general failure of demand.—Guaranty 
Trust Company of New York. 





Invest in Improved 


..- PUBLIC RELATIONS 


No matter whether your bank is new or old, large or small, its 
success in the last analysis depends upon the good will and friend- 
liness of the people of your community. . . . Here is a book 


which covers in detail the art of “‘public relations’’—the technique 
of presenting your bank and its services in a favorable light. 


The author of this 
book spent three years 
reviewing everything 
that has ever been 
written on the subject 
of bank advertising, 
selling or merchandis- 
ing methods. 


This book is not only 
a condensation of his 
own views and expe- 
rience in this field but 
it also reflects the best 
thought of many other 
practical authorities. 


MERCHANDISING 


for Banks, Trust Companies and 
Investment Houses 


By L. D. MEREDITH 
E gees book discusses not just bank adver- 


tising, or se lling banking services, but 
the whole “merchandising Process. The 
author believes that bank services may be 
“marketed” on just as scientific a basis as 
manufactured products and that bankers 
should take just as much pains to analyze 
every step in the process which includes the 
four elements of merchandising, namely, 
market analysis, advertising, selling and 
publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons 
demanding many different kinds of “‘ap- 
peals.”” Between the producer, the bank or 
investment house, and the consumer there 
exists a wide gap which must be bridged. 
This means devoting careful and intelligent 
attention to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed to 
customers and prospects. 

This book doesn’t discuss means of get- 
ting “new business’ by ballyhoo methods 
only to find that the business thus secured 
costs far more than it was worth. But it 
does show how banks can analyze their 
merchandising problems, decrease their sell- 
ing costs and maintain the good will and 
good understanding of their present cus- 
tomers and future prospects. 

We would be glad to send this book on 
approval without obligation to any bank or 
banker in the United States. 


Price $5.00 delivered. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 
CAMBRIDGE, MASS. 
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Current Conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated November 23 com- 

ments on the Canadian situation as 
follows: 

“Business in Canada, as indicated by 
the latest available statistics, is holding 
its own remarkably well despite the fact 
that the purchasing power of a large 
area in Western Canada is again de- 
plorably small. The close interlocking 
of the economic fortunes of Canada and 
the United States, however, has in the 
past usually meant that a recession in 
business south of the boundary was 
later reflected to an extent in Canada, 
and unless the present set-back in the 
United States is soon rectified it can 
scarcely fail to have repercussions in 
the Dominion. There has, it is true, 
been some curtailment of retail trade, 
although only by comparison with its 
heavy volume in the last quarter of 
1936, and, as wages and salaries are 
generally speaking higher than a year 


ago, merchants are making their prep- 
arations for another good Christmas 
trade. One encouraging feature has 
been the steady diminution of the num- 
ber of people on the relief rolls; the 
number of recipients of public relief in 
September was 854,000 as compared 
with 956,000 in September, 1936, de- 
spite the fact that the number of per- 
sons on relief in the western drought 
areas had risen from 99,931 to 202,112. 
It is estimated that in the twelve-month 
period ending September 150,000 per- 
sons have found employment of vari- 
ous kinds.” 

The Monthly Commercial Letter of 
the Canadian Bank of Commerce for 
November reports some degree of ir- 
regularity in industrial operations. 
“While over two-thirds of the numerous 
industries whose activities are included 
in our monthly surveys,” it says, “have 
been able to maintain their operations 
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at the high level of former months and 
many have a large volume of forward 
orders, more losses in production than 
gains were recorded in October. These 
losses were not confined to the two 
major branches of forestry, newsprint 
and lumber, whose operations have re- 
cently been curtailed, but extended to 
other and sundry manufacturing units. 
The gains were mainly in the heavy in- 
dustries group.” 

But industrial production continues 
well above that recorded at the same 
time in 1936, and the volume of un- 
completed work in the heavy industries 
is close to, if not exceeding, any for- 
merly in hand. Having made a stock- 
taking of Canadian business, the Letter 
concludes “that all but a few depart- 
ments of Canadian economy are in 
strong condition and, also, that many 
are better able to withstand external 
depressants than ever before.” 


~ 


Bank of Montreal Statement 


A year of steady expansion in its 
business operations, in keeping with the 
general business activity of the country, 
is reflected in the annual statement for 
the year ending October 30. 


The assets of the bank, now standing 
at $829,633,950.98, show an increase of 
$24,552,000, as compared with a year 
ago. 

An analysis of the assets reveals the 
remarkable strength of the institution, 
the proportion of quickly available re- 
sources standing at $599,051,153, as 
compared with liabilities to the public 
of $752,736,753, being 79.58 per cent. 
of these liabilities. 


The bank has again followed its cus- 
tom of some years’ standing by issuing 
the statement in an easily understand- 
able form, grouping the figures with 
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annotations that explain their purport. 

From the public standpoint the most 
interesting feature of the statement is 
the demonstration that it gives of the 
expanding scale of the country’s indus- 


-trial and commercial operations, re- 


flected particularly in the improvement 
in current loans in Canada which, at 
$204,760,812, show an increase as com- 
pared with last year of more than $30,- 
000,000. 

On the other hand, due no doubt to 
the restricted operations in the security 
markets, call loans in Canada are down 
from $8,169,988 last year. to $6,857,700 
at the present time. A similar move- 
ment is noticeable in call loans abroad, 
these now standing at $19,878,944, as 
compared with $25,400,166. 

Total deposits amount to $717,799,- 
105, an increase of $26,487,000 as com- 
pared with last year’s statement. 

In keeping with the larger scale of 
the bank’s business, the profits show a 
moderate increase. The net total, after 


deduction of Dominion and Provincial 
Government taxes of $942,957, amounts 
to $3,408,328, being at the rate of 4.47 


per cent. on the combined capital, re- 
serves and undistributed profits. After 
payment of the usual dividends and an 
appropriation of $400,000 for bank 
premises, the sum of $128,328 was car- 
ried forward to profit and loss account. 

The principal accounts, with com- 
parisons with those of the previous 


year, show: 
1936 
$805,081,998 
606,472,587 


1937 
$829,633,950 
599,051,153 


Total assets 

Liquid assets .... 

Gov't and other 
bonds 

Call loans outside 
Canada 

Call loans 
Canada 

Total deposits ... 

Capital 

Rest 

Profits 


442,781,097 
25,400,166 


8,169,988 
691,312,054 
36,000,000 
39,000,000 
3,181,501 


6,857,700 
717,799,105 





ADVERTISING AND PUBLIC RELATIONS 
Edited by Malcolm Davis 


Time Payments in the Great Northwest 


HE Time Payment Plan in use by 

banks affiliated with the Northwest 

Bancorporation has been in opera- 
tion for some time. The plan itself is 
no longer news. But the plan is being 
successfully operated. Consequently it 
will be of interest to scrutinize the pro- 
motional technique employed to launch 
this effort and to win the degree of 
public acceptance which it now enjoys. 


The Plan’s Symbol 


As a distinguishing and identifying 
mark a circle was designed depicting a 
covered wagon journeying across north- 
western plains. The word “Time Pay- 
ment” topped this black and white 
sketch, with “Plan” following it. Every 
piece of promotion was trade-marked 
with this identifying symbol. 


Newspaper Advertisements 


Available to all banks affiliated with 
Northwest Bancorporation were news- 
paper ads usable in the local press. The 
first ad in the series was headed “In- 
stallment Loans for Your Every Need— 
Through Our Time Payment Plan.” The 
plan was then described as to the 
amounts borrowable, methods of repay- 
ment and cost. Then followed a num- 
ber of suggestions as to how such a loan 
could be used from the standpoint of 
consumer benefit. 

Subsequent advertisements in the 
series took up each of the suggested 
uses by dramatizing and interpreting 
loans in terms of the public’s desires. 

“We Can Help You Buy or Build a 
Home” one ad stated. “Buy New 
Equipment” said another. A third told 
how the Time Payment Plan could be 
used to buy a new car. 

Typical of this series was the ad here- 
with illustrated,, headed “Don’t Let 
Your Insurance-Lapse.” Note the plan’s 


symbol and the effective use of com- 
petent illustration and well-balanced 
layout. 


Other Promotion 


Tied-in and timed with the newspaper 
ads were folders, statement enclosures, 
blotters and lobby cards. These pre- 
sented the plan’s advantages with a 
variety of different approaches to the 
fundamental sales appeals. Liberal 
use of colors characterized these forms, 
with greens, yellows, blues and reds 
predominating. 

The lobby posters, measuring 11 by 
14 inches, were short and directly to 
the point. For example: At the top, 
the plan’s symbol; then the copy, “In- 


* NAME OF BARK ¢ 


One of the Northwest Bancorpota- 
tion’s advertisements used. by affili- 
ated banks ‘to promote the Time 
Payment Plan. Note the Plan’s sym- 
bol. The layout, with excellent bal- 
ance between illustration and copy, 
is typical of the series. X 
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stallment Loans for the Purchase of 
Electrical Home Appliances — Home 
Equipment — Heating Plants”; lastly, 
“Low Cost — Easy Payments.” 


Program Complete 


In a nutshell the plan was put across 
with a gaining momentum by spirited 
merchandising and well-balanced pro- 
motion. The integral parts of the all- 
’ round program worked together in har- 
mony. The dramatic newspaper ads, 
the attractively colored follow-up en- 
closures, and the pithily worded lobby 
posters, each pulled its share of the pro- 
motional burden. 


~~ 


HUMAN SIDE OF SELLING 


THOSE partaking at the October lunch- 
eon of the New York Financial Adver- 
tisers listened to refreshing words from 
Frank W. Lovejoy, sales executive of 
the Socony Vacuum Oil Company on 
“The Human Side of Selling.” Draw- 


ing upon his ample reserves in metr- 


chandising experience, Mr. Lovejoy 
pictured many a merchandising jewel 
in the business world, left NYFA men 
somewhat abashed at banking’s failure 
to employ the same, sensible technique 
to sell banking and bank service to the 


public. For example, Edward A. Fi- 
lene, late Boston department store mag- 
nae, had his salespeople place a pair 
of mocassins in the hands of every child 
entering the store with his or her 
mother; had them say, “Just like the 
Indians wear.” Result, two and a half 
carloads of mocassins sold in two 
weeks. 

Mr. Lovejoy pointed to the petroleum 
industry where smart-minded concerns 
sell gas, oil and allied products not by 
talking about octanes, cylinders and 
such, but by providing service, comfort 
to customers, easy access to stations, 
thus inducing them to buy and to come 
back for more. Similarly, bankers 
should view banking on a long-term 
basis stressing service rather than im- 
mediate profit. The public feels that 
a banker spends more time thinking up 
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reasons to say “no” to credit accommo- 
dation requests, than he spends in 
thinking up reasons to say “yes.” Eradi- 
cating this, and like attitudes, and get- 
ting bankers thought of as sympathetic 
and easy to reach, will help banking 
gain public favor. 


— 


CANADIAN BANKERS BROADCAST 


THE Province of Alberta has been a 
proving (or disapproving, if you pre- 
fer) ground for unorthodox financial 
ideas. Into Alberta recently went radio 
messages from Canadian bankers com- 
bating radical beliefs and misinformed 
public opinion. 

These broadcasts were delivered by 
Vernon Knowles, director of public re- 
lations for the Canadian Bankers Asso- 
ciation. The script and its presentation 
derived from the labors of a committee 
composed of Mr. Knowles, F. C. Biggar 
(secretary, Canadian’ Bank of Com- 
merce), and James Muir (assistant gen- 
eral manager, Royal Bank of Canada). 
The purpose was to answer important 
questions truthfully, accurately, and im- 
partially. 

Radio listeners heard Mr. Knowles 
on Tuesday evenings; heard him again 
on Wednesday noon; read reprints of 
his talk in Alberta daily and weekly 
newspapers. 

~ 


ENLIGHTENED EMPLOYE 
RELATIONSHIPS 


THE Armstrong Cork Company, Lan- 
caster, Pa., recently set out to obtain a 
cross-sectional picture of its employe’s 
thinking, as part of its employe rela- 
tions program, with an unique fact- 
finding program. 

Every domestic Armstrong employe 
received a question and answer booklet 
—the company asking the questions, 
the employe supplying the answers. 
Prepared under the supervision of John 
J. Evans, personnel director, an excep- 
tionally interesting response was re- 
ceived without the aid of any follow-up 
campaign whatsoever. Not only was 





..+.« two books that every bank 


officer and correspondent should 
have on their desks.... 


Effective Bank Letters 


Bank Letters That Build / By Alice A. Kretschmar 
Business 


Effective Bank Letters: is the only training service published 
that is likely to improve bank letters. It has for its background 
years of practical experience with bank letter problems-as wrestled 
with in all phases, in expert service to metropolitan banks deeming 
it profitable to pay from $50 to $75 a day for individual attention. 
The printed service is available to you in a loose-leaf book (which 
can be circulated in sections), at an investment of only $12. The 
first edition sold for five years at $25 to banks buying from one to 
sixty copies. 


Bank Letters That Build Business is a collection of 


carefully constructed letters, for several years held as confidential 
within the banks served, and since made available with their per- 
mission. It will stimulate effort toward a higher standard in bank 
letter-writing by all who read its wealth of examples in a knowl- 
edge of sound banking practice and sensible solicitation of new 
business. It has received appreciative foreign notice and we quote 
comment from ‘Printers’ Ink” of New York: 
“Here is an unusual letter book inasmuch as the contents are 


made up almost entirely of sample letters, classified according 
to their use. . . . A welcome departure.” 


BANKERS PUBLISHING CO., 465 Main St., Cambridge, Mass. 


() Send me EFFECTIVE BANK LETTERS (8%x11, 283 pp.). Check enclosed $12. 


() Send me BANK LETTERS THAT BUILD BUSINESS, (8% x11, 334 pp.). Check en- 
closed $5. If desired on 5 days’ approval check here ( ). 


() Send me both books at your combination rate of $15. 
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the percentage‘ of returns high (a trib- 
ute to the beoklet’s appeal) but more 
than 90 per cent. of those participating 
wrote comments on the questions pro- 
pounded and on other phases of per- 
sonnel relations. Despite the current 
vogue of labor unrest, the number of 
“peeve” letters was negligible. 

The response has given the company 
an accurate picture of its employe’s 
thinking. It has found that many em- 
ployes haven’t fully grasped the me- 
chanics or the scope of some of the 
company welfare programs, such as its 
retirement plan which supplements 
Social Security. Armed with this in- 
formation it can better conduct its edu- 
cational work among employes. 

Many employes thanked the company 
for furnishing a means with which to 
express themselves on various topics; 
although no signature was required, 
many signed their names voluntarily. 

We wonder if bankers couldn’t bene- 
fit from knowing more about the think- 
ing of their employes? Many banks 
could study the Armstrong technique, 
adapt it to their own employe relations 
program, build more solidly against 


the future. 
~ 


SAY IT WITH BOOKS 


INSTITUTIONAL books are becoming 
more popular as a way to tell an in- 
stitutional story so that the story will 
last. Practicing what it preaches, the 
Kingsport Press, Inc. | (Kingsport, 
Tenn., offices in New York and Chi- 
cago), has published a book “The Un- 
told Stories of Business” which tells of 
Kingsport’s admirable facilities for 
book publishing, suggests many ways 
and many means for institutions to 
utilize the public relations force inher- 
ent in “books-about-business.” 

A number of banks have used such 
book technique in the past—more will 
use it in the future for a variety of good 
reasons. Quoting directly from “Untold 
Stores” we present some of these rea- 
sons which have been studied out by 
the Kingsport Press. 

“Today, bankers shoulder both re- 
sponsibility and much of the blame for 
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anything-gone-wrong. What better time 
to publish the facts? 

“You gentlemen who run banks, let 
me most respectfully implore you to let 
the public see you as you really are. 
You are not austere and cold, as pic- 
tured. It’s true that your business de- 
mands a certain dignity of bearing 
which makes us stand in awe of you, 
but down underneath you’re about the 
same as the rest of us; probably no 
better and I, for one, am sure you're 
no worse. But some folks don’t under- 
stand your business, don’t comprehend 
the maze of financial terms. They will 
understand, however, when you tell 
them, in simple terms, what you are 
doing to keep their money as safe as 
you know how. They'll read brief, 
biographical sketches of your directors 
telling who they are and what they have 
done—and why their experiences make 
them capable co-directors of your bank. 
They’re interested—we all are—in 
stories which illustrate how you help 
the town’s business to grow bigger; 
how you tide the farmer over the grow- 
ing season until he markets his crops. 

“You have an inexhaustible fund of 
anecdotes which, with names and faces 
changed, would become not only enter- 
taining but instructive. Make of your 
bank a human institution. 

“The new banking development of 
selling checks by the book, regardless 
of the balance maintained, opens a 
floodgate of checking accounts among 
people who are now using money or- 
ders and cash for the payment of bills 
and obligations. Suppose you were to 
publish a little book entitled The 
Travels of a Check, told in the first 
person. Few depositors have a clear 
conception of what adventures befall a 
check in the transaction of business. 
We should all like to be better posted 
on banking transactions. We should 
like to feel, when we come in your 
bank, that we know .what goes on be- 
hind the cages where your tellers so 
nimbly count out bills. 

“Tt is our belief that an interesting 
hook setting forth the many services 
which you render would have more 
effect and prove more valuable than the 
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customary series of booklets which 
banks issue. The book will be kept, 
whereas leaflets become lost, or are 
thrown away at ‘desk cleaning time.’ ” 


~~ 


NEW YORK TRUST COMPANY 
PUBLISHES BOOK 


A BOOK containing the amendments to 
the laws of New York in 1937 affecting 
wills, trusts and estates has been re- 
leased to lawyers by The New York 
Trust Company. 

Such amendments, enacted by the 
New York State Legislature in 1937, 
are particularly numerous and impor- 
tant. The decedent estate law was 
amended .in two instances. Many 
amendments. to the real property law 
were passed. Amendments to the Sur- 
rogate Court Act and the new legislation 
affecting the emergency mortgage laws 
are presented, 

The amendments to the banking law 
establishing common trust funds by 
trust companies will be of great inter- 
est to national banks with trust powers 
and to the attorneys in the state; of 
equal importance are other amend- 
ments affecting the fiduciary powers of 
trust companies. 


Although the 1937 Amendments Book 
is fully bound, the inside leaves are 
held together by means of a plastic 
binding which permits the pages of the 
book to lie flat for convenient use 
wherever it is opened. The book, like 
its predecessors, was compiled for The 
New York Trust Company by MacMil- 
lan-Sinclaire, Inc., of New York City. 
Upon advice of counsel, distribution is 
limited, while the supply lasts, to at- 
torneys, trust companies and _ other 
qualified users. 


~ 


NICKELS, 4 FOR 25 CENTS 


A bISTINCTIVE feature of “Property,” 
the trust service selling pamphlet is- 
sued by Fidelity Trust Company, Pitts- 
burgh, Pa., is the happy way in which 
human interest stories are adapted to 
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presenting the trust idea. Witness the 
following, published under the above 
heading. 


There was an amusing illustration of the 
value of liquidity during the recent World 
Series. ... Hungry, homing crowds spill- 
ing from the Yankee Stadium after the 
game found subway booths besieged by long 
lines of nickel-seekers. But the business 
enterprise of young America had foreseen 
such an emergency. Energetic urchins 
breasted the mob and shrilled, “Four nickels 
for a quarter.” 

And they did a rushing business, too. 
Many fans took a 20 per cent: loss on. per- 
fectly good twenty-five cent pieces rather 
than suffer the delay in securing the neces- 
sary nickel to operate the turnstile. 

Proving—just as in the case of the in- 
trinsically valuable but illiquid estate—that 
melting a frozen asset under pressure of 
time causes tremendous evaporation. 


~ 


50 BULLS 


Tue First National Bank of Clarks- 
ville (Tenn.) has been promoting bet- 
ter, less seasonal farming, in its trade 
area. One source of income is through 
livestock. To help farmers the bank 
bought 50 bulls. These bulls were 
loaned, without charge, to 50 farmers, 
scattered over the whole section, for a 
period of two years. The benefits from 
this move have been far-reaching. The 
quality of veal calves with white faces 
being marketed has shown a definite 
increase. It is estimated that these bulls 
have been responsible for producing 
over 3000 calves within the Clarksville 
trade area: Many farmers are now in 
a position to purchase the bulls loaned 
to them by the bank, either by paying 
cash or making a note for twelve 
months with interest. By making these 
bulls available the bank has given im- 
petus to its livestock program. Loans 
are being made to farmers to build 
fences; for labor and materials for 
barns; or seed, lime and fertilizer for 
making good pastures. Here is a fine 
example of what progressive banking 
can do in building up community 
wealth and in building up its own loan 
volume at the same time. All that was 
needed was sound vision and alert in- 
itiative. 
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Who's Who in Bank Public Relations 


Henry C. Ochs, a_ thorough-going 
Daytonian, was born in Dayton, bred 
there, still lives there. 

Dayton’s Y. M. C. A. night school 
ought to be well proud of itself because 
of the admirable record Mr. Ochs has 
hung up for himself since being gradu- 
ated from it. 

From 1913-1920 Mr. Ochs was a 
special reporter for the local agency of 
the Universal Credit Rating Agency. 
Following that, until 1923, he con- 
ducted business development work for 
the Dayton Savings and Trust Com- 
pany. Along about that time Ethyl gas 
was invented and during the next 
eighteen months Mr. Ochs helped launch 
that product as sales representative of 
the Refiners Oil Company. 

In 1925 Mr. Ochs became associated 
with The Winters National Bank and 
Trust Company as manager of the 
bank’s new business department. Sub- 
sequently he was appointed assistant to 
the president and then, in 1935, as a 
vice-president of the bank. 


Civic-spirited, Mr. Ochs is a member 
of the board of trustees and treasurer of 
the Fairview United Brethren Church. 
He is active in community chest work 
and in other philanthropic organiza- 
tions. He is, in addition, a member of 
the Ohio Bankers Association Com- 
mittee on Customer Relations and Pub- 
lic Education. , 


His activities are as diversified as 
they are widespread. Mr. Ochs is a 
member of the Dayton Bicycle Club 
(oldest city club in Dayton); a direc- 
tor of Dayton’s Baseball Club (in the 
Mid-Atlantic League) ; a member of the 
original Boy Scout Executive Troop; a 
mainstay in the promotion of the local 
Philharmonic Orchestra. 


While his favorite sports are foot- 


ball and baseball, his hobbies are 
bowling and growing roses. Mrs. Ochs 
is reported to share his enthusiasm re- 
garding the roses but we have a singu- 
lar lack of information as to her re- 
action regarding bowling. 


HENRY C. OCHS 


Mr. Ochs is a vice-president of The 

Winters National Bank and Trust 

Co., Dayton, Ohio, and third vice- 

president of the Financial Advertis- 
ers Association. 


Mountains and mountain streams ap- 
peal to Mr..Ochs at vacation time more 
than anything else. 

(Eprror’s Note: Take a tip from us, 
Henry, and get up to the southwestern 
part of Maine sometime — best gol- 
darned mountains in those parts that 
can be found anywhere.) 


~ 


NOTES AND NEWS 


The advantages of Birmingham, Ala., 
are effectively presented to certain re- 
cipients of letters from The Birming- 
ham Trust & Savings Company through 
an advertisement, attractively inked in 
gray, on the reverse side of the letter- 
head. The ad is illustrated with a map 
of thirteen southern states with distances 
from Birmingham to principal cities 
given. A circle, 200 miles in diameter, 
encompasses Brmingham. Copy is to 


the effect that within the circle 2,000,000 
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people live; there is to be found the 
center of population for thirteen south- 
ern states; there also is the central dis- 
tribution point for 33,771,653 people 
living within those states. Thus atten- 
tion is being drawn to the city’s manu- 
facturing an@ distribution facilities. 


Complete United Press dispatches 
will be carried each morning to citizens 
in Nebraska through a spot radio news 
program sponsored by twenty-six North- 
eastern Nebraska banks. Cost of this 
service is pro-rated according to each 
bank’s size. Brief, pointed advertising 
in connection with the news broadcast 
will be aimed at improved public re- 
lations throughout the area. 


About two years and a half ago the 
Merchants National Bank installed an 
automatic telephone time-telling ma- 
chine for the convenience of Mobile, 
Ala., residents as a means of promoting 
good will for the bank. Recently the 
4,000,000th call came in asking the 
correct time. Alertly the bank located 
the inquirer, a Mrs. H. O. Sutton, and 
awarded her $25. Mrs. Sutton said she 
frequently used the bank’s time service; 
on this occasion she wanted to set her 
clock before retiring. 


Number 7 of the new Cleveland Trust 
Company series states that the bank, 
besides serving Cleveland citizens 
through its fifty-three banking offices, 
serves also a majority of firms in in- 
dustries for which Cleveland is famous. 
“For example, of the 130 firms making 
industrial, commercial, domestic and 
agricultural chemicals in Greater Cleve- 
land, eighty-three are customers of The 
Cleveland Trust Company.” 


The 1937-38 agricultural program of 


the Wisconsin Bankers Association 
numbers among its current objectives 
the following: Encouraging farmers to 
keep farm inventories and income rec- 
ords; educating farmers in soil erosion 
and soil conservation; codperating with 
Four H Clubs and Future Farmers of 
America; encouraging production of 
alfalfa acreage; encouraging education- 
ally and financially herd improvement 
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and assisting in the purchase of proven 
stock. 


A fifteen-minute electrically trans- 
scribed radio program of light classical 
music and human interest sketches is 
being offered by the American Bankers 
Association to banks, clearing house as- 
sociations and other banking groups as 
a means to dramatize banking in terms 
of banking education. Sponsor identi- 
fication may be made at the beginning 
of the program; at the close a selling 
message may be included. The epi- 
sodes, included as integral parts of the 
program, give friendly and intelligent 
counsel on “Money Matters.” This ef- 
fort to reach the public through a mass 
medium is well founded on successful 
precedent and should prove an admi- 
rable means of approaching that section 
of the public susceptible to better-than- 
average entertainment. A semi-weekly 
presentation of these programs is recom- 
mended by the association although lib- 
erty regarding its frequency is allowed 
the sponsoring bank or group. 


The Bureau of Home Economics of 
the Department of Agriculture; the 
Children’s Bureau of the Department of 
Labor and the Government Printing 
Office extend their facilities to the 
Morris Plan Bank of Virginia (head 
office, Richmond) and as a result the 
bank has a lobby display where Gov- 
ernment booklets are available at cost. 
Thirty-two such booklets are thus made 
handy to information-seeking Virgin- 
ians; they cover a wide range of sub- 
jects including saving heating costs, re- 
moving stains, diets, recipes, buying 
guides, infant and child care, repair of 
homes, planting and care of lawns. An- 
other “first” for this institution. 


The First National Bank of Mont- 
clair, N. J., presents to its customers 
and friends a four-fold leaflet. While 
such leaflets are usual, this is unusual 
because it contains a complete reprint 
of an article published by Good House- 
keeping entitled “I Give and Be- 
queath....” The editor’s comment 
following this title is: “But some people 
just think they do—because only an 
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expert can make a foolproof will. Here’s 
a lesson in what to do when you set 
your house in order.” The article re- 
counts instances where a_ testator’s 
blunders cut out rightful heirs; chides 
smarties for writing wills (that don’t 
hold in court) in short-sighted efforts 
to save lawyers’ fees; recommends ut- 
most frankness in consulting with law- 
yers while drawing up wills. 


An eight-page section was added to 
the October-November issue of The 
Royal Bank Magazine, published by The 
Royal Bank of Canada, Montreal, Que. 
This section is distinctive because it is 
a miniature eight-page newspaper, with 
newspaper make-up and printed on 
newspaper stock. Its theme is humor- 
ous; its name “The Sandblaster”; its 
contents the golfing idiosyncrasies of 
Royal Bank golfers. Typical of its 
light, humorous treatment is the article 
headed “Golf Bug Discovered.” Sub- 
head is “Streptococcus Golfficus Iso- 
lated by Famous Vienna Specialist.” 
Its by-line, “Dr. Heffenpeffer.” Its 
second subhead, “Dangerous to Bank- 
ers on the Shady Side of Forty.” Well, 
that gives you an idea. The entire 
“newspaper” is presented in the same 
vein. It’s very refreshing, most inter- 
esting and sound “house-organ rela- 
tions” to see banks enjoy themselves as 
humans once in a while. 


The American National Bank, Nash- 
ville, Tenn., has been running a series 
of advertisements indicating the pref- 
erence of Nashville concerns for its 
brand of service. For example, out in 
a West End section thirty-nine firms 
have bank accounts, 76 per cent. of 
these with the American National. Now 
the bank has compiled a booklet of 
these ads, placed it inside a heavy white 
cover, labelled it “A Presentation,” in- 
cluding a foreword by Paul M. Davis, 
president, and is sending it to customers 
and friends. 


Fifty years ago the Integrity Trust 
Company, Philadelphia, Pa., opened its 
doors for business under the name of 
“Integrity Title Insurance, Trust and 
Safe Deposit Company.” The bank is 


commemorating its birthday with a 
handsome brochure setting down its his- 
tory and progress. Ample black and 
white illustrations, an india tint stock 
and subdued yellow trim give it a most 
pleasing, readable appearance. 


The November issue of the Journal, 
that sprightly pamphlet issued by The 
Union & New Haven Trust Company, 
New Haven, Conn., devotes itself to 
telling the bank’s clientele about its 
statistical department and how this de- 
partment supplies the bank with in- 
formation vital to the management of 
investments. 


“Behind the Enduring Institution— 
Successful Customers,” is the theme of 
the advertisements published by the 
Farmers Deposit National Bank of 
Pittsburgh, Pa. A recent ad, appearing 
in Business Week, depicts a family 
scene—home, family and family car. 
Heading is “Millions for Satisfied Cus- 
tomers.” Copy pays tribute to the 
automobile industry and winds up with 
the sentence, “This bank is privileged 
to work with this great industry.” 


© 
TRUST IN CONGRESS 


It is heartening to see that to the men 
in Congress at Washington there is re- 
turning a clear realization of the fact 
that their body is one of the three co- 
ordinate branches of government. They 
have returned from their constituencies 
with a mandate—a mandate that the 
Government shall rule for the people 
and not over the people. Among the 
leadership in Congress we see a new 
determination to correct the fallacies 
that arose out of the confusion of the 
emergency, but threatened to become 
political fixtures. I believe the people 
of this nation can trust Congress to pre- 
serve their liberties and to preserve 
the American form of Government. 
They can trust Congress to do these 
things if they will only continue to 
make their desires manifest. That is 
the duty and the part that must be 
played by every citizen—Orval W. 
Adams, president, American Bankers 
Association. 


> oP eet eee ee ee ll 


aS Oe OD Ae Oe 


ot = n= Pe -) 


—s 





OO oe a Bn Ae ie nl i ied A eal 


BOOKS FOR BANKERS 


America Faces Its GREATEST BUSINESS 
Depression. By William J. Baxter. 
New York: International Economic 
Research Bureau, 1937. Pp. 53. 
$1.50. 


Tue title indicates that the author be- 
lieves that this country is confronting 
the greatest depression in its history, 
and the book is devoted to expounding 
this thesis. In his analysis, he ranges 
the whole world and even the gamut of 
economic forces. Many of his points 
are well taken, but many will not be 
accepted by serious thinkers on eco- 
nomic questions. He is at all times 
dogmatic and frequently inconsistent. 
Two brief quotations will illustrate sev- 
eral of these points. 

On page four, he says: “And last, 
but by no means least, we have the 
piece de resistance in the creation of 
‘fake money’—that little heard of, and 
flighty creature, called ‘check money’.” 

While on page fifty-three, we find: 
“There is one major commodity and 
one only which today is undervalued 
and in disrepute with the general pub- 
lic and that is, cash. Far from fearing 
for the security of bank deposits, at 
least for some time to come, the one 
intelligent course for investors, business 
men and bankers to pursue is to oppose 
the crowd at a time like this and build 
a storm cellar of cash reserves.” 

The author fails to make clear just 
what the distinction is between “check 
money” and “bank deposits,” and he 
likewise does not explain why he ad- 
vises his readers to lay up for them- 
selves stores of the article which he 
blames as a major cause of our present 
economic ills and our probable eco- 
nomic disaster. 

He apparently feels that a low stand- 
ard of living means low cost of pro- 
duction and that low costs of produc- 
tion mean a strong and prosperous 
country. He does not explain how a 
low standard of living and a strong, 
prosperous country can exist together 


at the same time. This line of reason- 
ing leads him to feel that the United 
States is not only headed for a great 
depression, but for a gradual decline in 
economic welfare. He regards Japan, 
on the other hand, as the coming domi- 
nant nation. 

He shows that the velocity of circu- 
lation of deposits has declined heavily 
from the peak in 1929 to the low point 
in 1932 and has increased only very 
slowly since, while money in circula- 
tion has increased considerably although 
the volume of bank deposits declined 
by some 40 per cent. in the period just 
indicated. He notes the importance of 
the velocity of circulation and yet, al- 
though the prospect appears likely that 
this velocity will increase and_ this 
means a stimulus to rising prices of 
commodities and stocks, nevertheless, he 
forecasts a great depression. 

In spite of—rather, because of —these 
inconsistencies the book is interesting 
reading and is bound to stimulate 
analysis on the part of the thoughtful 
reader. Moreover, it is important for 
bankers to become acquainted with this 
book because it undoubtedly will have 
a considerable popular sale and will in- 
fluence the thinking of inexperienced 
persons. 


Four Hunprep MILLION CUSTOMERS. 
By Carl Crow. New York: Harper 
Bros., 1937. Pp. 317. $3.00. 


THERE are a number of reasons why 
this book is of outstanding interest. In 
the first place, it is very timely. China 
is on the front pages of the daily news- 
papers and everyone is interested in 
what is transpiring there, is horrified at 
the atrocities of the Japanese, is hoping 
that, by some mysterious stroke of for- 
tune, China will be able to extricate 
herself, but is fearing that the day of 
her doom has arrived. Yet how many 
really know anything about China and 
the Chinese and what the real possibili- 
ties are which lie before this nation? 
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Just at this moment, this book on China 
appears. It says nothing about the 
military capacity of the country and 
presents no analysis of its economic re- 
sources. Yet it gives such a clear pic- 
ture of the life and attitudes of the 
Chinese that it is of the greatest value 
in assisting the reader to form his own 
opinion as to the probable outcome of 
this conflict. 


Another reason why this book is of 
peculiar interest is that it gives an in- 
timate picture of the business customs 
of the Chinese people and of the causes 
of these customs. The author is an 
American business man, formerly with 
a newspaper and for many years past 
the head of his own advertising agency. 
He has had intimate business contacts 
with the Chinese and writes from long 
experience. From our standpoint, many 
of the Chinese ways of doing things are 
distinctly irrational, but the analysis 
presented in this book indicates that 
there are usually sound reasons for 
them, even if these reasons may not 
appeal to our ways of thinking. This 
book is a fund of practical information 
which every banker and business man 
who has any contacts with China, direct 
or indirect, will find most useful. 

A third reason why this book should 
be widely read is the help which it 
gives in evaluating the future of China. 
The present undeclared war will come 
to an end some day—and then, what? 
There are four hundred million Chinese. 
Not all of them are going to be killed. 
In the past, China has always swallowed 
up her conquerors. Is China going to 
be conquered again? Perhaps not, and 
if not, is she once more going to ab- 
sorb those who have beaten her in 
battle? The author attempts to fore- 
cast, but the information which the book 
contains will aid in forming an opinion 
in regard to this matter. 

Perhaps the best reason, however, 
for reading this book is that it is ex- 
ceedingly readable. The author knows 
how to write and is possessed of a keen 
sense of humor. He knows the weak- 
nesses of the Chinese and cannot resist 
poking a little fun at them from time 
to time. But at the same time, he is 


most sympathetic and it is clear that he 
likes them very much even though in- 
dividually and collectively they are at 
times rather exasperating. He knows 
their fine qualities and presents many 
which are passed over in silence by 
most writers on China. It is a very 
human book, one that takes the reader 
along with the author and enables him 
to see them through the author’s eyes. 

This may not be a book on banking. 
In fact, only a few pages scattered here 
and there are devoted to this subject, 
but it is a book which bankers should 
read for it combines in a truly rare 
fashion both pleasure and instruction. 


THe WEALTH OF THE Wort-p. By 
Broadus Mitchell. New York: Henry 
Holt & Co., 1937. Pp. 8-772. $4.00. 


THis volume is another attempt to 
present the subject of economics to the 
general reader. There is no effort to 
develop original ideas. The task which 
the author has set for himself to state 
and interpret the ideas of those who 
have been pioneers in economic think- 
ing. This book is distinctly spotty, for 
in places the author has succeeded ad- 
mirably and in others the quality of 
his work is far below his best. 

In reading this book, it should be 
appreciated that he is an avowed social- 
ist and naturally, therefore, his point 
of view is colored by the philosophy 
of economics which he has accepted. 
In places, in spite of his predelictions, 
he has been distinctly objective in his 
treatment of the subject, although he 
cannot resist the temptation at times to 
insert rather nasty little digs at capi- 
talism which fail to aid his argument, 
but rather reflects unfavorably on his 
good manners as well as on his good 
judgment. There are times, however, 
when the author will admit that social- 
ism does not offer an entirely satisfac- 
tory explanation of economic phe- 
nomena. It is quite evident that he does 
not agree with the socialist interpreta- 
tion of interest as he himself describes 


in discussing that topic. On the other 


hand, he is quite sympathetic with the 
economic regime in Russia, and fails to 
note the occasions when the results 
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which it has produced have been dis- 
tinctly unsatisfactory to the communist 
government. 

The book gets away to a bad start 
in its definition of wealth, which he de- 
scribes as anything which satisfies a 
want, whether it is an automobile, a 
concert or a kiss. In fact, the whole 
first section of the book in which he 
discusses production is below his aver- 
age. Here, as in other parts of the 
book, he allows himself to become side- 
tracked in long digressions which take 
up an amount of space out of all pro- 
portion to their significance. In this 
case, it is the subject of monopoly and 
its evils. He even finds space for a 
discussion of technocracy which ap- 
pears, in considerable measure, to meet 
with his approval. 


The first part of the second section 
in which he takes up exchange, he does 
some of his best writing in the chapters 
on value, price. and the quantity theory 
of money. In this section, however, 
he also permits himself another lengthy 
digression for he devoted more than 


fifty pages to banking in the United 
States. 

In the third section on distribution 
he also has some excellent chapters, 
notably those on rent, wages, and in- 


terest. Once more, however, another 
digression,—this time on labor organ- 
ization and labor under the New Deal. 
He gives over sixty pages to these two 
topics and over one hundred and sixty 
to wages and labor as against less than 
forty to rent and less than sixty to in- 
terest. 

His concluding chapter is on social- 
ism and, strange as it may seem, it is 
one of the poorest in the book, for he 
fails to present this subject as _per- 
suasively as such topics as rent or in- 
terest. 

The digressions mentioned deal in 
most cases with historical material, in- 
teresting subjects, but his discussion of 
them does not tie in with his analysis 
of the general subject of economics. In 
most instances, he attempts to use them 
to illustrate how capitalism has failed, 
which is, of course, in many cases, true, 
but he fails to use these failures in ex- 
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plaining his major topics. As might 
be expected, he distinctly is an admirer 
of the New Deal and of Roosevelt, 
though he does not commit himself to 
them unreservedly. 

In his effort to make his point 
against capitalism, he is not always as 
careful as he might be in the handling 
of facts. For example, he says that 
losses suffered by workers in a time of 
depression are in contrast to the relative 
stability of interest and dividend re- 
ceipts. Bankers might be able to point 
out to him many instances of lack of 
stability in these respects. In fact, they 
would probably be able to inform him 
that, if so many bonds had not de- 
faulted, a good many banks which are 
now only a memory might still be 
with us. 

The best part of the book was not 
written by the author but by Mr. Syd- 
ney Hollander. It consists of a number 
of thumb-nail biographies of various 
persons who have played important 
parts in the development of science of 
econorhics. They are outstandingly fine 
bits of writing of this type. 
ExecuTive’s Data Book. New York: 
Prentice-Hall. $1. 


Tuis is a small pocket-size book which 
was originally designed for the per- 
sonal use of one of the executives of 
Prentice-Hall, Inc. Due to the insist- 
ent demand of those who knew and ap- 
preciated its usefulness it has now been 
adapted for general executive use. 
Among the data included in this useful 
book will be found the following: table 
showing surtax on given income; dates 
on which to pay installments under 
Title IX of the Social Security Act and 
when to file and pay the Capital Stock 
Tax; maps showing the location of cer- 
tain cities and countries; brief outline 
of the law of contracts; important facts 
about cities; telephone and telegraph 
information; time difference between 
U. S. and foreign cities; postal informa- 
tion; Social Security taxes and table of 
benefits; chain discount equivalents; 
calendars for 1937, 1938 and 1939; 
diary pages for daily memos and ap- 
pointments. 
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THE TWILIGHT OF AMERICAN CAPITAL- 
IsM. By A. S. J. Baster. London: 
King. 9s. 


THis book contains the sub-title “An 
Economic Interpretation of the New 
Deal.” The author, who is a well known 
British economist, believes that no 
democratic regime in peace-time has 
ever made such a thorough-going effort 
to “regulate” the capitalist system for 
the general good as has the New Deal 
in this country. This book, which is 
based on an extended study and per- 
sonal observation, offers an independ- 
ent but not unsympathetic criticism of 
New Deal policy with special reference 
to probable developments in other 
English-speaking democracies. 


An InpdEx To Business INpIcEs. By 
Donald H. Davenport and Frances 
V. Scott. Chicago: Business Publica- 
tions, Inc. $3. 


Tuts book is a guide to the most im- 
portant index numbers and other statis- 
tical indices that reflect the current 
changes in business conditions in the 
United States. It has been compiled 
in answer to demands from business 
men and students of business and eco- 
nomics for an index that would enable 
them to ascertain quickly the nature 
and source of the most significant busi- 
ness statistics which are published regu- 
larly. The book is divided into two 
parts. Part I is a finding index which 
contains a list of the leading index 
numbers alphabetically arranged so 
that the user of the book may ascertain 
readily what statistics are available on 
any particular division in which he 
may be interested. In Part II the vari- 
ous index numbers are classified and 


described. 


Fort example, let us assume that the 
user of the book is interested in learn- 
ing what data are available on 
“chickens and eggs.” In the finding 
index he learns that a monthly whole- 
sale index number is available and is 
referred to page 56 in Part II for fur- 
ther details. On page 56 he learns that 
the Babson Statistical Organization 
publishes a monthly weighted index of 
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the wholesale prices of ten agricultural 
commodities. 

To the best of the present reviewer’s 
knowledge there is nothing similar 
available and this publication should 
be of immense assistance to every per- 
son, business concern, or research 
worker in the field of economics and 
business. 


CONTROLLING YouR PERSONAL FYI- 
NANCES. By David F. Owens. New 
York: Whittlesey House. $2.75. 


TuIs book is a thoroughly practical 
and detailed guide to the various ques- 
tions which must be considered in di- 
recting the financial affairs of any 
family or individual. It contains all 
of the information necessary for the 
man or woman who wants to make his 
life a financial success. The author dis- 
cusses such topics as financial planning, 
budgets and expense control, the whole 
subject of buying and various payment 
plans, and when and how to borrow. 
A feature of the book is the large num- 
ber of specific plans offered for budgets 
and the keeping of accounts, from which 
the reader may select the ones he finds 
most suitable and helpful. The author 
is professor of finance at Drake Uni- 
versity. 


Money AND TRADE. By Rene Leon. 
Princeton, N. J. Princeton Univer- 


sity Press. $1.50. 


THOSE who are interested in the prob- 
lem of money; in gold, silver and man- 
aged currencies; in money’s influence 
on trade and on prices, will find this 
book of great interest. The author is 
a banker, not an economist, which 
means that he deals with realities rather 
than with theories. Whether or not the 
reader agrees with him, he will none- 
theless be struck by his ability to fore- 
cast events as evidenced by his accurate 
prognostications of the gold embargo 
and of the tripartite agreement. The 
author considers the gold standard in- 
adequate to present-day needs; the sys- 
tem of managed currency as an evi 
form of nationalism which is bound to 
be discarded because of its inherent 
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defects, and he backs his belief in the 
restoration of bimetallism with consid- 
erable reason and logic. 


Money AND Bankinc. By John Thom 
Holdsworth. New York: Appleton- 
Century. $3.75. 


Tuls is the latest revision of a stand- 
ard work which supplies the need for 
an analytical survey of the broad field 
of money, credit and banking that is 
authoritative and at the same time clear 
to the layman. It is designed to give 
bank executives and clerks, business 
men, and students of banking and busi- 
ness an understanding of principles, 
policies and procedures. In the new 
edition obsolete material has been elimi- 
nated, parts of chapters have been re- 
arranged, and new chapters have been 
introduced. The new edition is up-to- 
date in every respect. 


How To Use Your Bank. By William 
H. Kniffin. New York: McGraw Hill. 
$2. 


THE name “Kniffin” carries a certain 
magic where banking is concerned for 
this author has for many years been 
outstanding as an interpreter of the 
banking process. His various books on 
banking have been read by generations 
of bankers. In this volume he writes 
not for the banker but for the bank 
customer. He gives many practical 
suggestions as to how to use banking 
services advantageously. In a readable 
way he shows what the banker’s prob- 
lems are in providing practical serv- 
ices, how both banker and customer 
have something the other wants, and 
how, from the depositor’s or borrow- 
er’s viewpoint, the business man may 
use this knowledge to better advantage 
in every-day dealings with his bank. 


THE Lessons or Monetary ExXpeErt- 
ENCE, Essays in Honor of Irving 
Fisher. New York: Farrar & Rine- 
hart. $3.50. 


Tus book consists of a collection of 
essays on monetary subjects contributed 
by economics drawn from some four- 
teen countries throughout the world, in- 
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cluding academic scholars, practicing 
bankers and governmental officials, who 
have sought in this manner to pay trib- 
ute to Irving Fisher on the occasion 
of his seventieth birthday. The book 
has been edited by Arthur D. Gayer of 


Columbia University. 


PRINCIPLES OF MONEY AND BANKING. 
By Russell D. Kilborne and George 
W. Woodworth. New York: McGraw- 
Hill. $3.50. 


Tuis is the fourth edition of this stand- 
ard textbook. The monetary and bank- 
ing system is dealt with as an operat- 
ing, functioning organism, and stress is 
placed upon its relations to the price 
structure and the economic system as 
a whole. One of the distinctive features 
of the new edition is the fact that the 
subjects of money and banking, re- 
garded as inextricably interwoven, are 
treated together rather than in two 
separate parts of the text. 


ECONOMICS FOR EveRyBoDy. By Mer- 
vyn Crobaugh. New York: Morrow. 
$2.50. 


Tuts book is a narrative history of eco- 
nomic thought, plainly presented, from 
“the pyramids to the sit-down strike.” 
As its title implies it is a popular ex- 
position for the average man of the 
progress of the science of economics 


through the ages. There are chapters 
on mercantilism; the physiocrats; Adam 
Smith; Malthus; Ricardo; John Stuart 
Mills; Karl Marx; the Bolsheviks; 
fascism; communism and the New 
Deal. The author’s style is informal 
and ornamented with humor making his 
book very pleasant to read besides be- 
ing informative. 


OuTLINEs oF Economics. By Richard 
T. Ely and Ralph H. Hess. New 
York: Macmillan. $4.50. 


THE present edition of this book is 
more than an ‘ordinary new edition. 
The changes that have taken place since 
1930 have been so momentous that the 
book has been rewritten to give them 
their proper place. All material, both 
factual and_ theoretical, has been 
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brought up to date. In Part I a sig- 
nificant chapter on the Twentieth Cen- 
tury industrial revolution has been 
added, leading up to the formulation 
of the, economic law of change which 
is given here for the first time. Among 
other changes, the chapter on transport 
has been greatly enlarged, with full at- 
tention given to agencies of transport 
such as trucks, buses, and airplanes, 
now equally important with, or com- 
petitors of, the railroads. The banker 
will find this book an admirable means 
of bringing himself up to date on eco- 
nomic questions which have such an 
important bearing on his daily work. 


SUPERVISION AND CONTROL OF VIRGINIA 
State Banxs. By Allan Garfield 
Gruchy. New York: Appleton-Cen- 
tury. $3.50. 


THis book is a publication of the Uni- 
versity of Virginia Institute for Re- 
search in the Social Sciences. It makes 
an analysis of bank regulation in Vir- 
ginia and other states and considers the 
question: Is our unit banking system 
inherently unsound or is the. respon- 
sibility for our banking troubles to be 
attached to our methods of bank regu- 
lation, which have been applied with 
wider scope to the state and national 
banks? 

The book points out that while there 
is much room for the improvement of 
state bank regulatory methods and poli- 
cies, there is greater need for adjusting 
the unit banking structure to meet the 
problems of large-scale business enter- 
prise. 


THE NorTHERN CouNTRIEs IN WORLD 
Economy. Helsingfors, Finland: 
The Delegations for the Promotion 
of Economic Codéperation Between 
the Northern Countries. 


THis book is published on the initia- 
tive and the authority of the delegations 
established in 1934 by the respective 
governments for the promotion of eco- 
nomic codperation between the north- 
ern’ countries. These countries are: 
Denmark, Finland, Iceland, Norway 
and Sweden. 


The objective of these delegations is 
highly praiseworthy—that of economic 
codperation. It is an objective promis- 
ing excellent results within a compara- 
tively limited sphere. That much may 
be accomplished within this sphere is 
due to the fact that the nations em- 
braced within it have close similarities 
in their institutions, language and in 
their natural resources. 

Perhaps in no other quarter of the 
world are the people more fortunately 
situated than those who dwell in these 
northern countries. There is a steadi- 
ness of habit, a persistence of sound tra- 
ditions, and great and varied natural 
resources, all contributing to a solid 
and lasting prosperity, which is prob- 
ably more widely diffused than else- 
where. 


The climate may have been no in- 
significant factor in producing this 
happy result, for northern climes pro- 
duce peoples of physical and moral 
strength; as witness Scotland and our 
own New England States. 

In this interesting volume will be 
found a complete presentation of the 
natural resources of the countries 
named above. Chapter XIV, dealing 
specifically with economic codperation, 
its plans and the results will be found 
especially instructive. 

For the lessons it conveys to other 
nations, and to the world, as well as be- 
cause of the interesting nature of its 
contents, this book is well worth read- 
ing. It would be fortunate if those 
who read the volume would be moved 
to visit these northern countries, where 
they will find much to learn about 
practical codperation, where they will 
meet with kindly and hospitable peo- 
ple, and have an opportunity of view- 
ing some of the world’s most wonderful 
scenery. 


Wuo WERE THE ELEVEN MILLION? By 
David Lawrence. New York: Apple- 
ton-Century. $1. 


Most people looked at headlines after 
the Presidential election of 1936, found 
that the electoral vote by states was 
524 to 8 and the estimated popular ma- 
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jority for President Roosevelt about 
eleven million, and accepted these fig- 
ures as having told the complete story. 
David Lawrence, however, one of the 
keenest of political analysts, looked 
behind the scenes, compared and 
analyzed the figures, and in this book 
gives his conclusions as to the real sig- 
nificance of the results. An important 
book for those who would keep in- 
formed as to political trends. 


Pusiic RELATIONS FoR BANKS. By Ray 
A. Ilg. Foreword by Tom K. Smith. 
New York: Harpers. $3.00. 


THE logic of recent events has forced 
the problem of improved public rela- 
tions peculiarly upon the commercial 
banks of our country. This book has 
therefore been written to meet a widely 
expressed need for information as to 
the principles underlying this work in 
terms of organization and administra- 
tion as well as to provide a detailed 
statement of methods. 

The book has grown out of the au- 
thor’s successful practice as vice-presi- 
dent in charge of public relations at 
The National Shawmut Bank of Boston 
where he has gained an enviable repu- 
tation for advancing the technique of 
public relations work as_ specially 
adapted to the use of commercial and 
savings banks. 


Reat Estate. By William J. Grange. 
New York: Ronald Press. $5.00. 


HERE arranged for easy reference and 
easy reading is trustworthy information 
and guidance needed by everyone con- 
cerned with real estate. In this volume, 
the dealer, the mortgage officer, and the 
attorney; the homeowner, the landlord 
or tenant of business or residential 
property, have each at their fingertips 
the things it pays them to know, stated 
accurately, yet with a minimum of tech- 
nical terms and legalistic phrases—real 
protection against unthought-of-risks 
and awkward involvements. 

For the three basic types of real es- 
tate transactions—sales, mortgages, and 
leases—together with the various prac- 
tical incidents of ownership, the book 
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gives a clear understanding of the law 
which governs; the procedures fol- 
lowed; the respective rights and duties 
of the persons concerned. It deals 
plainly with standard forms of instru- 
ments, explaining how they are used, 
the meaning and operation of particu- 
lar clauses. The author is a member of 


the New York Bar. 


Money AND BANKING. By Frederick A. 
Bradford. New York: Longmans, 
$3.75. 


Tus is the fourth edition of this valu- 
able text by Professor Bradford of 
Lehigh University. The present edition 
brings it up to date by the inclusion of 
striking recent developments which have 
been incorporated in the chapters deal- 
ing with the Money Market in the United 
States, Credit Control Under the Fed- 
eral Reserve System, and Agricultural 
Credit. All the tables have been cor- 
rected. 

An important new feature is the new 
arrangement of chapters making pos- 
sible an “unbroken” presentation of the 
history and development of the Amer- 
ican Banking System. 


MopeRrN BankInc. By Rollin G. Thomas. 
New York: Prentice-Hall. $3.80. 


THis text for beginners in banking gives 
the student a solid knowledge of cen- 
tral banking and monetary theory, and 
a complete understanding of current 
banking practices. 

New legislation affecting banking 
and finance has been integrated into 
the text—not grafted or appended as 
an added chapter. The student is thus 
given the principles of banking and 
monetary theory as they exist at the 
moment. He is not forced to learn 
facts which in the light of new develop- 
ments he will have to discard. 

This textbook fulfills two purposes. 
First, it gives the student the basic 
knowledge required for an intelligent 
approach to the banker-customer rela- 
tionship. Considerable space is there- 
fore devoted in the earlier chapters of 
the volume to bank statements, nature 
of credit instruments which form the 
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connecting link between the customer 
and his bank, the nature of bank de- 
posits and protection afforded them, 
and the process of clearing and collect- 
ing checks. 

The second purpose of the book is to 
give the student a working knowledge 
of contemporary banking institutions 
so that he may have a solid foundation 
for more advanced study on modern 
central banking and monetary theory. 


Woutp Curist WeEaR KuHaki? By 
W. Cloyd Snyder. Boston: The 
Christopher Publishing House. $2.00. 


Unpber this title the author excoriates 
those who would refuse to take part 
even in a defensive war. And he makes 
out a strong case against this extreme 
type of pacifism. Incidentally, the book 
contains much about capitalism, com- 
munism and fascism. 

The author does not, at least di- 
rectly, answer the question he poses. 
He might have pointed out that Jesus 
did not surrender His principles, but 
died for them. 

Peace is an ideal, or what the late 
Professor William Graham Sumner 
would have called a phantasy. “Gentle- 
men may cry, peace, peace, but there 
is no peace.” 

The search for the removable causes 
of war should go on unremittingly, and 
the labor to remove them continued 
with vigor and such degree of wisdom 
as may be available. That way hope 
lies. 

This volume is replete with sound 
sense. It is decidedly worth reading. 


Start Your Own Business. By Harold 
S. Kahm. New York: Hillman Curl. 
$1.50. 


Tuis book is the first practical analysis 
for the layman of standard retail busi- 
nesses which have been proven by time 
and experience to be sound, practicable 
and profitable. The author outlines the 
specific facts to be observed and the 
common pitfalls to be avoided in each 
business. Such important factors as the 
nature of the work, risk, profits, loca- 
tion, rent, selection of stock and equip- 
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ment, advertising, credit, expansion— 
all are carefully and thoroughly con- 
sidered. This book should prove of 
interest and value to the bank credit 
man dealing with small retail firms. 


~~ 


BOOK NOTES 


@ Manufacturers Trust Company, New 
York, is distributing a booklet, “1937 
Revenue Act,” which deals with the tax 
law passed during the closing days of 
the last session of Congress, and con- 
tains the text of the bill as well as a 
detailed explanation of its several 
clauses. 


q A number of original theses on vari- 
ous phases of banking prepared by 
members of the graduating class of 
1937 of the Graduate School of Bank- 
ing have been selected and placed in 
the library of the American Bankers 
Association, 22 East 40th street, New 
York City, it is announced by Harold 
Stonier, director of the school. They 
are available for study at the library 
or will be mailed on request under the 
conditions imposed by it regarding the 
use of its books and documents. 


q The final 1937 edition of Rand Me- 
Nally Bankers Directory (the 123rd 
edition) is off the press and ready for 
delivery. It is cloth-bound and priced 
at $15, delivered. Four hundred and 
thirty changes in the bank structure dur- 
ing the past year, with over 350,000 
changes in official personnel and bank 
statements, are recorded in this edition. 
Seventy-two of the latest Rand McNally 
maps appear in the final 1937 edition— 
one for each country, each state, and 
large cities. 


qThe Financial Group of the Special 
Libraries Association has issued a 
pamphlet entitled “The Bank Library” 
which contains a selected list of publi- 
cations—books, periodicals and statisti- 
cal services—of value to the banker. 
Copies may be obtained for fifty cents 
from Miss May P. McLean, Librarian, 
American Bankers Association,, 22 East 
40th street, New York City. 





If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building ; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might. otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $3.50 
in full payment or return the book. on 


Name 
approval 





THE BANKERS MAGAZINE 


AS BX 
wk 


ey 


ne of lower New York from an etching by Anton Schutz. 





IN THE MONTH’S NEWS 


Convention Dates 


STATE AND SECTIONAL 
December 15-16—Michigan Bankers As- 


sociation. Mid-winter meeting. Lans- 
ing, Mich. 
GENERAL 


December 14-15—Conference of the Di- 
vision of Finance and Accounts, 
American Management Association. 
Hotel Pennsylvania, New York. 

December 27-30—American Accounting 
Association. Atlantic City, N. J. 

December 28-30—American Economic 
Association. Atlantic City, N. J. 


1938 


January 24—New York State Bankers 
Association. Mid-winter meeting. 
Federal Reserve Bank of New York. 

February 15-17—Nineteenth Annual 
Mid-Winter Trust Conference, Amer- 
ican Bankers Association. Waldorf- 
Astoria Hotel, New York. 

March 28-30—Association of Reserve 
City Bankers. Belleview-Biltmore 
Hotel, Belleair, Fla. 

May 5-6—Oklahoma Bankers Associa- 
tion. Tulsa. 

May 9-11—Missouri Bankers Associa- 
tion. Place not yet decided. 

May 12-13—Kansas Bankers Associa- 
tion. Hutchinson. 

May 17-19—Texas Bankers Association. 
Fort Worth. 

May 25-26—Indiana Bankers Associa- 
tion. French Lick Springs Hotel, 
French Lick. 

June 2-3—South Dakota Bankers Asso- 
ciation. Huron. 

June 6-8—Iowa Bankers Association. 
Place not yet determined. 

June 6-10—American Institute of Bank- 
ing. Louisville, Ky. 

June 9-11—District of Columbia Bank- 
ers Association. The Homestead, 
Hot Springs, Va. 

June 16-18—Virginia Bankers Associa- 
tion. The Homestead, Hot Springs, 
Va. 


June 23-25—West Virginia Bankers 
Association. Greenbrier Hotel, White 
Sulphur Springs, W. Va. 

July 11-15—North Carolina Bankers 


Conference, University of North 


Carolina, Chapel Hill, N. C. 


Conventions 


Date for the tenth annual mid-winter 
meeting of the New York State Bankers 
Association has been set as Monday, 
January 24, it is announced by Frank 
K. Houston, president of the association. 
The morning and afternoon will be de- 
voted to business sessions, with luncheon 
in the dining room of the Federal Re- 
serve Bank of New York. In the eve- 
ning the annual banquet will be held 
at the Roosevelt Hotel. 


G The mid-winter meeting of the Michi- 
gan Bankers Association is to be held in 
Lansing December 15 and 16, it is an- 
nounced by Ray O. Brundage, execu- 
tive secretary of the association. 

The first sessions are to be devoted 
to the interests of banks and bankers in 
rural areas. Dr. Harold Stonier, new 
executive secretary of the American 
Bankers Association, will be a guest 
speaker at the second day’s meeting. 
A report is scheduled to be given by 
Ray Potter, president of the Lansing 
National Bank and chairman of the 
membership committee of the associa- 
tion. 


q The 1938 convention of the American 
Bankers Association will be held at 
Houston, Tex., it is reported. The actual 
dates have not yet been set. 


@ The nineteenth annual mid-winter 
trust conference of the American Bank- 
ers Association will be held at the 
Waldorf-Astoria Hotel, New York, 
February 15-17, 1938, it is announced 
by Robertson Griswold, president of the 
A. B. A. Trust Division, who is vice- 
president of the Maryland Trust Com- 
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pany of Baltimore, Md. The annual 
banquet, which will bring the confer- 
ence to a close, will be held on the eve- 
ning of Thursday, February 17. 
Trust men in various sections of the 
country are being invited to submit 
suggestions for discussion. In this man- 
ner it is expected that a most effective 
program will be built around the im- 
portant current problems in the trust 


field. 


G The division of finance and accounts 
of the American Management Associa- 
tion will hold a conference at the Hotel 
Pennsylvania, New York, on December 
14 and 15. Some of the topics to be 
discussed at the conference are: Cor- 
porate Financing Under Present Con- 
ditions; Financial Problems of Launch- 
ing New Enterprises; Governmental 
Policies in Corporate Taxation; A 
Year’s Experience with the Undis- 
tributed Earnings Tax; Practical Effects 
of the Capital Gains Tax; Dealing with 
Depreciation and Obsolescence; The 
Present Installment Credit Situation. 
The speakers, drawn from govern- 
ment and industry, will be men of au- 
thority in their respective fields. 


Associations 


@In announcing removal of the Wash- 
ington, D. C., headquarters of the 
American Bankers Association from the 
Colorado Building to the Washington 
Building, at Pennsylvania Avenue and 
Fifteenth Street of that city about De- 
cember 1, Dr. Harold Stonier, execu- 
tive manager of the association, stated 
that headquarters are being expanded 
and the scope of the activities augmented 
in order to serve the interests of all 
member banks and trust companies. 

The office will be under the direction 
of D. J. Needham, general counsel of 
the association, who will reside per- 
manently in the capital city. Assisting 
him will be J. O. Brott of the legal de- 
partment. Other members of the legal 
staff will be available to assist in the 
functions of the enlarged office. 

The headquarters of the National 
Bank Division are being moved from 
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Washington to New York. Deputy 
Manager Edgar E. Mountjoy, as secre- 
tary of the division, will continue in 
charge. Thus the work of the Savings, 
State Bank, National Bank, and Trust 
divisions of the association will be cen- 
tered in the national office. 


Automobile Industry 


October sales of General Motors cars 
to dealers in the United States and 
Canada, together with shipments over- 
seas, totalled 166,939 compared with 
90,764 in October a year ago. Sales in 
September were 82,317. Sales for the 
first ten months of 1937 totalled 1,761,- 
317 compared with 1,606,856 for the 
same ten months of 1936. 

Sales of General Motors cars to con- 
sumers in the United States totalled 
107,216 in October compared with 44,- 
274 in October a year ago. Sales in 
September were 88,564. Sales for the 
first ten months of 1937 totalled 1,387,- 
146 compared with 1,391,189 for the 
same ten months of 1936. 

Sales of General Motors cars to 
dealers in the United States totalled 
136,370 in October compared with 69,- 
334 in October a year ago. Sales in 
September were 58,181. Sales for the 
first ten months of 1937 totalled 1,418,- 
608 compared with 1,329,488 for the 
same ten months of 1936. 


Unit Banking 


@ The new first vice-president of the 
American Bankers Association, Philip 
A. Benson, recently expressed his opin- 
ion on the unit banking question as 
follows: 

“I am in hearty sympathy with the 
unit banker and in agreement with the 
principle that whether there shall be 
branch banks within any state shall de- 
pend upon what the legislature of that 
state, representing the people of that 
state, shall desire. It seems to me 
wrong to permit an invasion of a state 
by branches of national banks with 
headquarters in other states, if the state 
does not permit its own banks to have 
branches.” 





Live wisely and well in Florida . . . at a Collier 
Hotel. Live wisely because you enjoy down-to- 
earth rates, based on the efficiencies of Florida’s 
largest hotel system. Live well because Collier 
Hotels boast of fine cuisine, facilities and com- 
forts that distinguish America’s first rank 
resorts. Located in some of Florida’s most 
desirable vacation regions, apart from the 
costly, overcrowded centers . . . with the best 
of bathing, golf and fishing. 


Hotel Manatee River 
Bradenton 
Hotel Sarasota Terrace 
Sarasota 
Charlotte Harbor Hotel 
Punta Gorda 
Hotel Tampa Terrace 
Tam 
Hotel Floridan 
Tampa 


Useppa Inn 
Useppa Island 
Gasparilla Inn 
Boca Grande 
Everglades Inn 
Everglades 
Rod and Gun Club 
Everglades 


Hotel Dixie Court Hotel Royal Worth 
West Palm Beach West Palm Beach 
Hotel Lakeland Terrace, Lakeland 
RATES depending on hotel 
American Plan $6, $7, $10 and up. 
European Plan $2.50, $3.50, $4 and up. 


Apply to TRAVEL AGENT, individual managers 
or 745 Fifth Ave. ELdorado 5-6700, N. Y. C. 


COLLIER FLORIDA COAST HOTELS 


@In an address before the Nebraska 
Bankers Association, Orval W. Adams, 
new president of the American Bankers 
Association, expressed his views on 
present trends which might result in 
the destruction of the American system 
of unit banking in which he is a hearty 
believer. Mr. Adams, who is executive 
vice-president of the Utah State Na- 
tional Bank at Salt Lake City, said: 
“I am sure you all felt, as did I— 
deep gratification in the resolution 
adopted at the recent meeting of the 
American Bankers Association, pledging 
that association to oppose with all its 
resources, any attempt to legalize 
branch banking across state lines. It 
was especially gratifying that this reso- 


FLORIDA 


» SARASOTA 
Woiel Sarasota Jerrace 


PUNTA GORDA 
D Chariots Hashes 


p4 ay 


lution should have been adopted with- 
out a single dissenting voice. 

“The association, by the adoption of 
this resolution, has placed _ itself 
squarely on record against a direct at- 
tempt to impair our traditional bank- 
ing system, and so far, this is good and 
encouraging. But we must not deceive 
ourselves, grow overly optimistic and 
think that the fight is won and the sys- 
tem preserved. There will still be at- 
tempts, and vigorous ones, notwithstand- 
ing the position of the association, to 
legalize branch banking across state 
lines. What has been accomplished has 
been to organize ourselves in opposition 
to such attempts when they occur. More- 
over, a legalization of branch banking 
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Here is a new book on the timely and 
important subject of bank management. 
Good management, says the author, 
means that definite policies will be formu- 
lated for the conduct of bank operations; 
that loaning policies will be set up accord- 
ing to the particular district in which the 
bank is located; that investment policies 
will be adopted which give consideration 
to secondary reserve requirements and the 
nature of the business handled, and that 
the personnel of the bank will be qualified 
to follow its policies. The adoption of 
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trouble and ultimate loss. In this book 
the author outlines a plan of procedure 
for putting such policies into effect. 
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A Valuable Aid for Every Bank 
Handling Personal Trusts .. . 


Personal Trust Administration 


By CUTHBERT LEE 


ERE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac- 
cumulated knowledge regarding the handling of personal 
trusts which has hitherto been slowly, laboriously and inac- 
curately handed down from one bank generation to an- 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 
in detail—based on the practice of the most efficient trust 


companies, 
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BOOK DEPARTMENT 
465 Main Street, Cambridge, Mass. 


across state lines is only one of a num- 
ber of ways in which our existing bank- 
ing system may be impaired and per- 
haps ultimately destroyed. 

“Compulsory membership in_ the 
Federal Reserve System, :or in the Fed- 
eral Deposit Insurance Corporation, 
may in time produce as serious results. 
Unification of supervision in whatever 
form leads in the same direction, and 
in the last analysis unification so-called 
will be found to be synonymous with 
destruction of our present banking sys- 
tem. Never for a moment should the 
state departments surrender to other 
agencies their statutory rights of super- 
vision. Close codperation between 
supervisory agencies is one thing—sur- 
render of statutory functions by a state 
agency is quite another thing. Let us 
keep our eyes open and be not deceived 
in this respect. 

“The abandonment of the office of 
Comptroller of the Currency is being 
advocated. I cannot but feel that should 
this proposal be enacted into law, it 
would constitute a first step toward that 
so-called unification of the banking 
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system which means the destruction of 
state autonomy in banking, the loss of 
those safeguards essential to the preser- 
vation ‘of our traditional banking 
system. 

“A jike danger lies in the proposed 
Government ownership of the Federal 
Reserve System. Such ownership would 
create a banking monopoly and what 
could he more vicious—what could be 
more repugnant to the American peo- 
ple, than such a monopoly? 

“It is with regret that I notice the 
Honorable Wright Patman, long a 
friend of the small banker, the inde- 
pendent banker, is the author of a bill 
which, if enacted, would bring this 
about. 

“I feel sure Mr. Patman does not in- 
tend any such result, for he has long 
evidenced a recognition of the advan- 
tages of preserving home-owned, inde- 
pendent community-conscious _ banks. 
He has indicated his appreciation of 
the contribution made by such banks 
toward the development of our coun- 
try. It, therefore, seems to me that in 
their own interest and in fairness to 
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Mr. Patman, the great army of small, 
country bankers should proceed 
promptly to assemble and present to 
Mr. Patman the facts demonstrating 
that the bill he is proposing would op- 
erate to the serious injury of such banks, 
would result in bringing about condi- 
tions which he would be the last to 
desire. Mr. Patman is an outstanding 
and outspoken enemy of monopoly in 
any form. The Federal Reserve Sys- 
tem owned by the Government could 
and would develop into the greatest 
monopoly ever created, and as a money 
monopoly it would constitute a mo- 
nopoly of the most menacing kind. 

“If the American banking system is 
to be preserved, a place of refuge for 
banks, when conditions become intoler- 
able, must be preserved. When hasty, 
ill-considered legislation would impair 
or destroy the usefulness, the proper 
functioning of national banks, it must 
always be possible for such banks to 
enter the state system, with the privilege 
at the same time of surrendering their 
membership in either the Federal Re- 
serve System or the Federal Deposit In- 
surance Corporation, or both, and con- 
versely, under like conditions, state 
banks should have the privilege of en- 
tering the national system.” 


Deaths 


Henry M. Robinson, chairman of the 
board of the Security-First National 
Bank of Los Angeles, died last month 
at the age of 69. He was President 
Hoover’s close personal friend and con- 
stant economic adviser throughout his 
term at the White House. 

He was chairman of a bank which 
had 117 branches and $649,173,423 in 
total assets last December 31, and a 
director of steel, lumber, oil, utility, 
electrical equipment and insurance con- 
cerns. He also was chairman of the 
board of the Newport News Shipbuild- 
ing and Dry Dock Company. 

He was born in Ravenna, Ohio, the 
son of George Foreman and Mary Gillis 
Robinson and grandson of George Rob- 
inson, a railroad builder. He was edu- 
cated at Western Reserve Academy, 
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Hudson, Ohio, and Cornell University, 
and read law in Youngstown, Ohio, 
where he practiced from 1890 to 1900. 
He was connected with consolidations 
involving the American Tin Plate Com- 
pany, National Steel Company, Ameri- 
can Steel Hoop Company, American 
Can Company and Republic Iron and 
Steel Company. He also purchased 
newspapers in Youngstown, Kansas 


HENRY M. ROBINSON 


City and Boston and had newspaper 
interests in Denver, St. Paul and St. 
Joseph, Mo. 

After moving to California, he be- 
came head of the First National Trust 
and Savings Bank of Los Angeles, which 
merged with the Security Trust and 
Savings Bank in 1929. When he died 
he was president of the Pacific South- 
west Realty Company, a director of the 
General Electric Company, Union Oil 
Company of California, Southern Cali- 
fornia Edison Company and Pacific 
Mutual Life Insurance Company and a 
member of the advisory counsel of the 
National Broadcasting Company. 

He was also chairman of the board 
of trustees of the Henry E. Huntington 
Memorial Library and Art Gallery and 
a trustee of the California Institute of 
Technology, McKinley National Me- 
morial Association and Hispanic Society 
of America. He was an officer of the 
Legion of Honor, Commander of the 
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Crown, a Belgian order, and Officer of 
the Crown of Italy. 

Surviving are his widow, Mrs. Laura- 
belle Arms Robinson, and two brothers, 
Richard H. M. Robinson and Thomas 
L. Robinson. 


q Augustin Legoretta, chairman of the 
boards of the Banco Nacional de 
Mexico, of Mexico City, and of the Pan 
American Trust Company, New York, 
died last month after a brief illness. He 
was fifty-five years old. 

Mr. Legorreta had been associated 
with Mexican finance for thirty years 
and had helped promote closer relations 
between banking circles in Mexico City 
and those in New York, London and 
Paris. He was a director of various in- 
dustrial, insurance and banking cor- 
porations in Mexico and other coun- 
tries. 

The Pan American Trust Company 
began operations last January 2, com- 
bining the business of the Harbor State 
Bank’ and the New York agency of the 
Banco Nacional de Mexico. It special- 
izes in international banking, particu- 
larly in Latin America. The Banco 
Nacional is distinct from the Bank of 
Mexico, the central banking institution. 
The Banco Nacional is a private insti- 
tution. 


That's a Good Idea 


q The Michigan Bankers Association 
Bulletin reports a new system for 
handling deposits during rush hours. 
The new plan has been adopted by the 
First National Bank and Union Trust 
Company of Kalamazoo and the Bank 
of Lansing, Lansing, Mich., and is de- 
signed to make it easier for commer- 
cial depositors during rush periods. It 
is done through the use of a new type 
of envelope. The depositor makes out 
his deposit on the envelope, which is a 
combination deposit slip, envelope and 
receipt. Endorsed checks and currency 
are then placed in the envelope. It is 
sealed, the depositor places his name 
and address on the face of the con- 
tainer, and drops it in the special chute. 
Later in the day the envelopes are 
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opened by tellers, the amount credited 
to the depositor’s account, and the flap 
of the envelope is sent to the depositor 
through the mail as his receipt. These 
two banking institutions report this new 
system has been received with a great 
deal of interest among their depositors. 


Bank Earnings 


q An indication of improved conditions 
in banking are indicated by a recent 
announcement by Mark Graves, presi- 
dent of the New York State Tax Com- 
mission, in making public the total re- 
ceipts for the bank tax for the year 
1936, payable September 1, 1937. An 
increase of $2,050,799.29 or better than 
66 per cent. is found in the total of 
$5,139,000.07 as compared with re- 
ceipts of $3,088,201.79 for 1935. 

National banks are not compelled to 
pay any minimum tax but only when 
a profit is shown for the year. In 1936 
316 national banks paid a tax as com- 
pared with only 255 in 1935. 


Crime 


qAn epidemic of check-forging 
throughout the northwest seems to have 
set in during the past month, reports 
a recent bulletin of the Idaho Bankers 
Association, and goes on to say: 

“This is the most pernicious problem 
afflicting the banking business, for in 
the rush of handling a large volume of 
business it is not easy for tellers to take 
time to study the signature on every 
check to determine its genuineness. The 
good old rule of not cashing checks for 
strangers unless the check is adequately 
endorsed by someone able to make good 
in case of trouble is still a good safe- 
guard.” 


Equipment 


q Depositors of the Pennsylvania Com- 
pany, Philadelphia, don’t have to stand 
in line on busy mornings to make their 


deposits. In the lobby stands an auto- 
matic recording teller, the first machine 
of its kind in the world. Equipped with 
Recordak photographic equipment, it 
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automatically records every deposit in 
detail. Depositors work the machine 
themselves and from eye-witness reports 
seem to enjoy the process. One won- 
ders how long it will be before you 
tell your story to a robot loan officer 
and get or don’t get your loan while 
you wait. 


Installment Finance 


q Representatives of state and national 
banks throughout Virginia, at a meet- 
ing called last month at Richmond by 
M. E. Bristow, State Commissioner of 
Banking, adopted standards for handling 
installment finance paper as recom- 
mended in the report of a committee 
appointed at a similar meeting called 
by Mr. Bristow in September. 

The standards, drafted October 20. by 
the special committee headed by Chair- 
man Thomas C. Boushall, president of 
The Morris Plan Bank of Virginia, calls 
for down payments of from 25 per cent. 
to 33 1/3 per cent. on new automobiles 
sold on a time payment plan, with 


2 months for repayment regarded as 


NEW YORK 


conservative and 24 months as a per- 
missible extreme. Terms for used cars 
are to be from 30 per cent. to 40 per 
cent. minimum down payment and 18 
months as a maximum time. 
Minimum down payments and maxi- 
mum number of months for repayment 
for other articles commonly sold on the 
installment plan were agreed upon by 
the banks as follows: mechanical re- 
frigerators, 10 per cent. to 20 per cent. 
down for 24 to 36 months; radios and 
phonographs, 10 per cent. to 20 per 
cent. down for not more than 12 
months; stoves, 10 per cent. to 20 per 
cent. down, to run 18 to 24 months; 
washing machines, 10 per cent. to 20 
per cent. down, for not more than 15 
months; oil burners and stokers, 10 per 
cent. down, to run 24 to 36 months. 


Investments 


q That it is easier for a bank to make 
a loan than a wise investment was em- 
phasized by Joseph A. Bower, executive 
vice-president of the Chemical Bank and 
Trust Company, New York, in a recent 
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address before the New England Bank 
Management Conference. He said that 
it was futile to lay down any hard and 
fast rules for bank investment portfolio 
management because so much depended 
upon local conditions, the character of 
the bank’s deposits, its general condi- 
tion, etc. Each bank should make a 
careful analysis of its own situation and 
adopt an investment policy to fit. 


“When you do invest,” he said, 
“measure your requirements for your 
particular needs and continue to re- 
view those requirements because circum- 
stances change. Remember that the 
rules of the Federal Reserve change, so 
do the economics of the nation and of 
the world. We have seen deflation, in- 
flation and the combination of both, 
take place in one year. When all signs, 
semiphores, barometers and guideposts 
are pointing in different directions and 
a confirmation of trend is lacking, it 
would be better not to invest. 

“Never forget that it is unsound to 
use short-time money for the purchase 
of long-term bonds. 

“Never forget to appraise this new 
element called ‘manager-currency’ and 
its effects on the market prices of se- 
curities. 

“When buying securities, do not let 
the manual ratings take the place of 
your own accounting and common-sense 
business analysis. Study thoroughly 
the business and capital structure of 
every security you acquire. It is good 
policy to read the registration cer- 
tificate, because at times you may be 
reminded of that old ditty: 


‘NEVER MIND LITTLE DEFICIT 
‘DON’T YOU CRY 

‘YOU’LL BE A BOND ISSUE 
‘BY AND BY!’ 


“You have heard some people con- 
tend that a banker should be able to 
predict future interest rates. Why should 
he? Money is the commodity with 
which the banker deals, and the rate of 
interest is the price of that commodity. 
Under present conditions, however, it 
is impossible to predict the long-range 
trend of interest rates because the money 
market is very much under the domina- 
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tion and artificial control of the au- 
thorities at Washington. 

“Why should we try to guess the 
trend of interest rates, particularly 
when we are not aware of what the 
controlling authorities will do? The 
authorities early this year instituted a 
policy to tighten the money market by 
sterilizing gold and doubling the bank 
reserve requirements. Later, to ease 
money, they reduced the discount rate, 
and desterilized $300,000,000 of gold. 
Those changes in policies alone demon- 
strate how impossible it is to forecast 
interest rates and yields from secu- 
rities.” 

In closing, he said: 

“TI often think when a bank purchases 
a security that all of the little demons 
immediately start working to defeat the 
objective. If a bank makes a loan to 
a corporation and the character and 
ability of the borrower to pay remains 
unchanged, adverse economic or politi- 
cal conditions will exercise no influence 
on the dollar value of the loan. On the 
other hand, if a bank has some of that 
corporation’s bonds in its portfolio, 
even though the financial status of the 
corporation has not changed, the price 
of the bonds may fluctuate, due to fac- 
tors over which neither the corporation 
nor the bank has any control. 

“Throughout this message I have 
tried to convey that I know of no fixed 
rule to guide a banker who wishes to 
employ his funds in securities which 
will assure him of an uninterrupted 
definite known income, and a positive 
return of full principal. The best he 
can do is to minimize the risk by ad- 
hering to the sound principles of capi- 
tal preservation, and, when conditions 
require the sale of securities, not to be 
unduly influenced to dispose of those 
securities which have the least loss.” 


@ Banks are not in general equipped 
for sound investing, recently stated 
Frank P. Bennett, Jr., editor of the 
United States Investor, in an address 
before New Jersey bankers. 

“They are still organized,” he said, 
“primarily to making local loans. Their 
board of directors are for the most part 
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the aggressive business men of their re- 
spective communities rather than trained 
judges of investments and their official 
staff is likewise of limited investment 
experience. How is this crude organ- 
ization to be improved? Probably not 
by such simple devices as employment 
of investment counsel or greater reliance 
upon metropolitan correspondents or 
better selection of bond houses. Two 
more practical devices must probably 
be the revamping of boards of directors, 
so as to include men familiar with the 
trustee type of investment, and the 
creation of county investment bureaus 
among our bankers’ associations. 

“At any rate, the evidence is alto- 
gether too conclusive that banks have 
not yet reorganized themselves suffi- 
ciently for sound investing. The port- 
folios of far too many banks still have 
substantial commitments in second and 
third-grade bonds, although they have 
had two excellent opportunities for get- 
ting out of such commitments in the 
past three or four years. Apparently 
there is nobody in their respective or- 
ganizations to sense the need of getting 
out of such issues when favorable op- 
portunities have come. Except we are 
willing to face the coming of the next 
depression in a state of unpreparedness, 
we must revamp and strengthen the 
operating methods of our banks so far 
as these have to do with the purchase 
and holding of bonds.” 


q A serious hidden danger to railroad 
credit is the general failure to appre- 
ciate the need for adequate railroad 
earnings, Fairman R. Dick of Dick & 
Merle-Smith, told the Massachusetts 
savings bankers at their recent con- 
vention. Mr. Dick urged the bankers 
to insist that their railroad investments 
be protected by every practicable safe- 
guard governing future issues of bonds 
and thus emphasize the need for earn- 
ings sufficient to make these sound poli- 
cies operative. 


“Sound policies for debt reduction 
and debt control are nothing but scraps 
of paper unless earnings are at a level 
which permit the policies to be carried 
out,” Mr. Dick asserted. 
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Discussing railroad reorganizations, 
Mr. Dick said that, in a way, they are 
a “recognition of past mistakes. If it is 
necessary to scale debt today because 
too much money was attracted in the 
past through the medium of fixed inter- 
est bonds, it would seem obvious that 
plans for the future should provide 
safeguards against similar methods of 
financing by sale of fixed interest secu- 
rities. In other words, plans for re- 
organizations to correct past mistakes 
should not provide for the repetition of 
the same mistakes. If you examine 
many of the plans now proposed, how- 
ever, you will note that whereas it may 
be determined in reorganization that, 
let us say, 20 per cent. of the capital 
should have been attracted through is- 
suing bonds in the past, plans for the 
future provide for attracting 75 per 
cent. of the funds for improvements by 
selling fixed interest securities.” 


Legislation 
q Strong opposition to the proposed 


Patman Bill comes from bankers in all 
parts of the country. Unit bankers gen- 
erally feel that it would be the open- 
ing wedge for a centralized control of 
banking and the beginning of the end 
of independent banking in this country. 
This opinion, shared by many, was 
forcibly expressed recently by William 
S. Elliott, vice-president and cashier 
of the Bank of Canton, Canton, Ga., in 
an address to Florida bankers. He said: 

“The Patman Bill (H. R. 7230) now 
pending in Congress carries a serious 
threat of unification and the abolition 
of the dual system of banking. It pro- 
poses on its face to help the small, non- 
member banks by giving examinations 
without cost, clearing checks and drafts 
without cost and the privilege of dis- 
counting eligible paper with the Fed- 
eral Reserve banks upon a_ broader 
basis of eligibility. The ultimate, but 
no less certain, effect of the bill, how- 
ever, if passed, will be to unify the 
banking system, abolish state autonomy 
in banking and remove the last sem- 
blance of participation by bankers in 
the management of the regional Federal 
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Reserve banks. It is not enough to say 
that the author of the bill and many 
of the 150 sponsor-members in Congress 
have been friends of the small bank; 
the planned benefits will amount to 
nothing if the ultimate effect of the law 
destroys the state banking systems of 
the country.” 


Pay-As-You-Go Banking 


q Not all banks are in a position to 
solicit profitably the accounts of small 
depositors, said George W. McSweeney 
in a talk on “Reaching the New Account 
Market” before a recent conference of 
the New Jersey State Bankers Associa- 
tion. Mr. McSweeney is sales chief of 
DeLuxe Check Printers, Inc., Chicago. 

“A bank,” he said, “may be set up 
to serve the large depositor—its per- 
sonnel, its facilities, its space—all may 
be attuned to the requirements of the 
$10,000 average balance. It would be 
no more reasonable to expect such an 
institution to invite thousands of people 
to crowd into its lobby than it would 
be to expect Tiffany’s to introduce a 
full line of novelty jewelry retailing at 
a dollar. Nor does that mean that such 
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The Morris Plan Industrial Bank of 
New York advertises “Checking Ac- 
counts for Everybody.” 
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a bank is unsympathetic towards the 
small account. It simply happens that 
its clientele requires a service which is 
not adaptable to mass production. 

“There are thousands of banks where 
the ‘break even’ point in production has 
not been reached—banks which have 
enough mechanical facilities, personnel, 
and space to handle twice their present 
volume. Such banks may be operating 
in areas where five thousand potential 
accounts exist and where only two thou- 
sand are actually in use. These banks 
might well give serious thought to the 
advisability of vigorously selling this 
market.” 


| CheckMaster installations have re- 
cently been made in the following 
banks: Park National Bank, Holyoke, 
Mass.; Monson National Bank, Monson, 
Mass.; First National Bank and Trust 
Company, Tuckahoe, N. Y. Check- 
Master is a no-minimum balance check- 
ing account plan in which the bank’s 
only charge is 5 cents per check drawn 
and per item deposited. 


Personal 


q Luther A. Harr, Pennsylvania Secre- 
tary of Banking, has been elected city 
treasurer of Philadelphia, and will as- 
sume his municipal office January 1, at 
that time resigning as banking super- 
visor. 


q Carl K. Withers, New Jersey State 
Commissioner of Banking and Insur- 
ance, has been elected to the board of 
directors of the Lincoln National Bank, 
Newark, N. J. His election to this office 
is said to be in anticipation of his be- 
coming president of the bank, prior to 
the expiration of his term as Banking 
Commissioner next April 29. As presi- 
dent of the bank he will succeed the 
late Franklin W. Fort. 


q Arthur H. Kiendl has been appointed 
second vice-president of the Guaranty 
Trust Company of New York, effective 
December 1, and will be connected with 
the Government bond department. Mr. 
Kiendl was with the Guaranty Company. 
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the former security affiliate of the trust 
company, for fifteen years. Subse- 
quently he has been head of the Govern- 
ment bond department of Brown Harri- 
man & Company. 


q Richard A. Brennan, executive vice- 
president of the Brevoort Savings Bank 
of Brooklyn, N. Y., has been elected a 
trustee of the bank. 


q Gurden Edwards, who has been con- 
nected with the American Bankers As- 
sociation since 1922, has been named 
director of the association’s new Re- 
search Council. He was formerly pub- 
lic relations director and since 1928 has 
served as secretary of the Economic 
Policy Commission. 


G Richard W. Hill, who has been con- 
nected with the American Institute of 
Banking since 1916, first as assistant 
educational director and since 1919 as 
secretary, has been appointed to serve 
also as secretary of the American 
Bankers Association, of which the in- 
stitute is a section. The office of secre- 
tary of the association has not been 
filled since the death of the former sec- 
retary, William G. Fitzwilson in 1931, 
the functions of the office having been 
divided among various members of the 
staff. He will be in charge of detailed 
arrangements of all association conven- 
tions and regional conferences and other 
assigned administrative functions. 


q Professor W. A. Irwin, head of the 
Economics Department of Washburn 
College, Topeka, Kansas, for the past 
sixteen years, has been made assistant 
educational director of the American 
Institute of Banking with headquarters 
in New York. 


{Gene Tunney, former world heavy- 
weight champion, has been elected to 
the board of directors of the Morris 
Plan Industrial Bank of New York. 


q Floyd W. Larson, executive secretary 
of the Minneapolis Chapter of the 
American Institute of Banking from 
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1929 to 1937, has joined the head- 
quarters staff of the American Institute 
of Banking as assistant secretary. 


q Lester Gibson, for nine years asso- 
ciate editor of The American Banker, 
has joined the American Bankers Asso- 
ciation as director of its News Bureau. 
He succeeds Gurden Edwards, who has 
been named director of the association’s 
new Research Council. 


q The Manufacturers Trust Company 
of New York has announced that Henry 
J. Ruppel, Jr., assistant vice-president 
at the office at 513 Fifth Avenue, has 
been elected a vice-president. 


q A. A. Magee, acting president of 
Barclays Bank (Canada) since the 
death of Sir Robert Borden, was elected 
president of the institution at the an- 
nual meeting of shareholders in Mon- 
treal last month, and H. A. Stevenson, 
general manager, was elected vice-presi- 
dent. 


q Frank F. Brooks, president of the 
First National Bank at Pittsburgh, Pa., 
has recently been elected a Class A di- 
rector, representing Group One banks 
in the Federal Reserve Bank of Cleve- 
land, Cleveland, Ohio. 


q J. F. Sartori has been elected chair- 
man of the board of the Security-First 
National Bank at Los Angeles, Cali- 
fornia, to succeed the late Henry M. 
Robinson. He was formerly chairman 
of the managing committee of the bank. 
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Public Relations 


q Improved public relations involves 
something more than simply expound- 
ing the banker’s case to the public in 
the opinion of Thomas C. Boushall, 
president of the Morris Plan Bank of 
Virginia, who recently stated in an ad- 
dress before Group III of the Virginia 
Bankers Association: 


“There is too much abroad in the 
American banking fraternity a philoso- 
phy that if we can but ably expound 
our present case to the public we will 
be warmly acclaimed by the people as 
the accepted financial agents in whom 
there is no guile, with whom no true 
fault can now be found, and to whom 
all may look for economic and indi- 
vidual salvation. 

“T am not one who subscribes to this 
program. I do not believe that if the 
true story of present day bank service 
were fully disclosed to and understood 
by the American people, all of the 
troubles and problems of banks would 
disappear. In fact, I am one who be- 
lieves that more trouble and more 
problems might develop. I do not be- 
lieve we can sell the people the idea 
that banking is a misunderstood god- 
father to the public; nor do I believe 
that we can get the people to believe 
that all of the past history of banking 
has been the pure reflection of an al- 
truistic fraternity seeking only to do 
good and walk humbly before the Lord. 

“On the contrary, I believe that bank- 
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ing has never as yet fully appraised its 
own role as a true servant of the pub- 
lic. I believe that banking should seek 
to earn its livelihood. 

“Through the proper exercise of the 
function of trustee and steward, bank- 
ing should fully live up to the con- 
fidence and faith the public has in the 
wise protection of deposits and the con- 
structive extension of credit by the 
banks. 

“I believe that until and unless we 
attain the largest concept of the maxi- 
mum usefulness that we as bankers can 
perform for the sound progress of our 
communities in their economic and so- 
cial progress, and implement that con- 
cept in and through our actions, we will 
until then be yet unworthy of com- 
mendation and acceptance as genuine 
public servants.” 


Personnel 


q The training department is the latest 
step taken by the Cleveland Trust Com- 
pany to provide efficient employes for 
its various departments and branches. 

In the past, the acquisition of new 
employes has had a tendency to reduce 
temporarily the efficiency of depart- 
ments because of the time and patience 
required to train the newcomer. Recently 
the personnel of the bank has increased 
considerably and the problem of pro- 
viding experienced help has grown ac- 
cordingly. This has led to the estab- 
lishing of the new department which, 
while not expected to turn out a finished 
product, hopes to overcome much of the 
difficulty experienced by the new em- 
ploye. 

The school attempts to accustom the 
newcomer to daily routine, to the de- 
fining and use of terms and expressions, 
and to the use of many time-saving 
machines used throughout the bank. 
These machines include adding, post- 
ing, savings and register machines. 

The ultimate aim of this new depart- 
ment is to give better service to cus- 
tomers. 

Students are being trained under the 
direction of Clarence Grossman, of the 
branch management department. The 
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school itself is under the supervision of 
the personnel department. 


Savings 


@General interest throughout the 
country has been aroused by the re- 
cently declared policy of the Home 
State Bank of South Milwaukee, Wis.. 
which has notified savings and commer- 
cial depositors that after December 1 
no interest will be paid on time de- 
posits. In its announcement the bank 
declared that from 1935 to 1937 the 
bank had carried an average of $753,- 
000 in cash, or $214,000 more than its 
savings deposits, though still continu- 
ing to pay them interest. This, the bank 
declared, constituted an “outright con- 
tribution from other earnings to our 
savings depositors.” The bank ex- 
pressed the belief that depositors placed 
their money in the Home State Bank 
not for the small amount of interest in- 
volved but: 

“1, Because you consider the Home 
State the safest place you can find. 

“2. Because you know, from experi- 
ence, you can get your money—always 
—the Home State way—any time you 
want it.” 

The bank stated that this new policy 
of paying no interest would enable it 
in effect: 

1. To continue a bank as “far above 
the average as it has been in the past.” 

2. To continue to safeguard “your 
money in cash and highest quality of 
cash resources.” 

3. To make unnecessary the enforce- 
ment of the bank’s right to demand no- 
tice on savings deposits. 

4. Make it possible for the bank to 
pay every dollar in full “at any time 
and in any amount, as you want it.” 


Service Charges 


{Speaking on the subject “Increased 
Soundness” before Group III of the 
Virginia Bankers Association, E. S. 
Woolley, C. P. A. and author of “How 
to Obtain Bank Costs,” emphasized the 
futility of “raise your balance” cam- 
paigns. 
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Increased soundness certainly de- 
mands that a bank have an adequate 
system of payment for services in the 
commercial department, which, Mr. 
Woolley contended, “is the principal 
department of the bank, that is, the de- 
partment using the services of the great- 
est number of people, occupying the 
greatest amount of space and also the 
one department of present-day banking 
absolutely essential to the conduct of 
twentieth century business. It there- 
fore should be the most profitable de- 
partment of the bank. 

“This cannot be accomplished until 
it is recognized that ‘raise your bal- 
ance’ campaigns are foredoomed to 
failure. A banker might say to me, for 
example: ‘Mr. Woolley, we would like 
to have you raise your balance to 
$100,000. My reply would be: ‘So 
would I, Mr. Banker, but what will I 
use for money?’ The number of peo- 
ple who are in a position to raise their 
balances is relatively so small that it is 
impossible to recover the costs of any 
such campagn.” 


Trust Department 


@ Many trust departments fail to 
analyze the market for trust service in 
their communities said E. P. Neilan, 
examiner of the Federal Reserve Bank 
of Philadelphia, at a recent banking 
conference held by the New Jersey 
State Bankers Association. 

“From three to ten estates,” he said, 
“are being offered for probate in the 
local courts each month. These estates 
well might provide a sufficient volume 
of work to justify the development of 
special talents, together with an amount 
of fees which would provide sufficient 
profit to the bank to warrant the op- 
eration of the department. 

“Trust management, likewise, should 
determine the extent of the primary 
market in which it may seek trust ac- 
counts by checking its own records 
closely to determine the number of its 
prospects. The credit files may provide 
a list of customers whose financial 
statements indicate the need for trust 
service. The loan department may fur- 
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nish a record of collateral loan custom- 
ers who appear to possess surplus 
securities. The collection department 
can supply the names of clients deposit- 
ing numerous coupons for collection. 
The individual ledger bookkeepers can 
submit the names of customers main- 
taining large average balances, as well 
as a record of accounts which clear 
checks representing the payment of sub- 
stantial income taxes by the depositor. 
Safe deposit box records of customers 
renting large and expensive boxes indi- 
cate potential trust clientele.” 


GA revised edition of “Trust Invest- 
ments in Pennsylvania” is being dis- 
tributed among the banks and trust 
companies of the state by the commit- 
tee on trust investments of the Pennsyl- 
vania Bankers Association. The publi- 
cation contains the law relating to the 
investment of trust funds in Pennsyl- 
vania and gives a list of 229 investments 
having a par value of over three and 
a half billion dollars, all of which are 
deemed to conform to the provisions of 
the law and believed to be legal for 
trust funds in the state. 


Radio 


q Adding to its already extensive pub- 
lic relations services to banks through- 
out the country, the American Bankers 
Association has announced the adop- 
tion of a series of radio programs to 
be used by banks on their local sta- 


tions. The association is urging their 
coéperative use by clearinghouse asso- 
ciations, county bankers associations 
and other banking groups in order that 
the greatest number of banks may bene- 
fit. 


The plan contemplates fifteen-minute 
electrically transcribed programs con- 
sisting of light classical music and 
human interest playlets built around 
various banking services. Each epi- 
sode dramatically presents a financial 
problem solved successfully through 
the friendly and intelligent counsel of 
Banker John Sterling and the services 
of his bank. The programs are strictly 
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educational and make no direct effort 
to sell banking services. 

Time is allowed at the beginning of 
the programs, however, for the bank’s 
identification and at the end for a com- 
mercial announcement which the spon- 
soring bank may use for a direct sell- 
ing message or in any other way it 
desires. 

The series will consist of fifty-two 
“disks” or programs. It will be recom- 
mended that banks use them semi- 
weekly, though they will have discre- 
tion in this respect. 


Branch Banking 


G What is said to indicate the launch- 
ing of a new state-wide branch banking 
system in California by the Giannini 
interests was revealed recently through 
the purchase of the Central Bank of 
Oakland and its two branches, all lo- 
cated in Alameda County. Negotiations, 
it is understood, are now under way to 
acquire additional banks for the state 
system. 

The new set-up will have no effect 
on the status of the Bank of America 
National Trust and Savings Association. 
It will continue as a national banking 
system under the control of Trans- 
america Corporation. 


The Bank of America, California, 
however, will in effect pass out of ex- 
istence. State banking authorities have 
approved a change of its name to the 
Central Bank. At the same time its 
nine branches in nine California cities 
have been sold to the national system, 


Bank of America, N. T. & S. A. 


Approval for the sale of the Central 
Bank of Oakland was accompanied with 
permission to change the headquarters 
of the Giannini state banks from 1 
Powell street, San Francisco, to the site 
of the Central Bank of Oakland, Four- 
teenth street and Broadway, in Oakland. 

The Central Bank of Oakland is con- 
trolled by Transamerica Corporation. 
The change in legal status, if not ulti- 
mate ownership, was made, it was un- 
derstood, to facilitate the intended ex- 
pansion of the state system of banks. 





THE BANKERS MAGAZINE 


Carl F. Wente, who was brought to 
Oakland to head the Central Bank of 
Oakland when the Giannini interests 
purchased control, will head the new 
state system, the Central Bank. 


q The Wisconsin Bankers Association 
believes that the proposed McAdoo 
branch banking bill “would be inimical 
to the best interests of the people of 
Wisconsin” and went on record as be- 
ing opposed to this bill. 


q The council of administration of the 
Illinois Bankers Association has recom- 
mended the following declaration of 
policy with regard to branch banking: 

“From the very beginning of organ- 
ized banking in this state the bankers 
have been unalterably opposed to any 
attempt to jeopardize the unit system 
of banking by the recognition of branch 
banking either within the state or the 
nation, or by any threat against the 
dual system of banking by which state 
and national banks have operated side 
by side for the general good of the 
country, and in so doing have afforded 
a balance against encroachment by ad- 
verse interests upon the free and com- 
petitive flow of credit. The threat to 
extend branch banking and to eliminate 
the state banking system or to make it 
subservient to Federal authority and 
thereby threaten the autonomy of the 
several states with regard to their con- 
stitutional privileges by providing for 
or supervising a banking system under 
their own authorities, is again imminent. 
There has been introduced in the Con- 
gress of the United States a bill which 
would permit a national bank to have 
branches in any state permitting branch 
banking within the Federal Reserve 
District of which it is a member. The 
attempt in this bill to avoid controversy 
by excluding from it states which do 
not permit branch banking is shrewd 
and soothing and is too evident an at- 
tempt to allay opposition from such 
states. The important principle of state 
autonomy is not preserved by this at- 
tempt and bankers should not be mis- 
led by it. It is an insidious attack on 
both unit banking and the dual bank- 
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ing system and should be repelled with 
the same vigorous opposition that has 
been made to other less specious efforts 
to attack our principles of competitive 
banking in the past.” 


Loans 


q| Recent developments have tended to 
focus attention on the management of 
cash resources in business. Many 
executives, faced with the problem of 
paying out a higher portion of profits 
either in dividends, taxes, or both, have 
gained a new appreciation of the value 
of the cash budget. 

The special timeliness of this sub- 
ject led the Policyholders Service Bu- 
reau of the Metropolitan Life Insur- 
ance Company to conduct a survey of 
the practices followed by 45 companies 
in budgeting their cash requirements. 
The results of the investigation have 
been published in a report entitled 
The Cash Budget. 

The cash budget is utilized primar- 
ily as a guide to major financial poli- 
cies and as a basis for carrying out 
the financial program. The bureau’s 
report cites specific methods of utiliz- 
ing the cash budget as reported by the 
45 concerns contributing the survey. 
Twenty industries are represented. The 
report also discusses the scope of 
budget activities and outlines the 
sources used in the preparation of cash 
forecasts. 

The majority of contributing com- 
panies provide for both a short-term 
and a long-term forecast of their finan- 
cial positions. However, in most cases 
these are combined in the one cash 
budget program. A cash budget period 
of one year or more is used by about 
half of the concerns included in the 
survey, the other half having shorter 
periods. 

Three general methods of forecast- 
ing cash are used by the contributing 
companies. These have been desig- 
nated as: (1) the receipts and disburse- 
ments methods; (2) the adjusted in- 
come method; and (3) the working 
capital differentials method. 

The survey disclosed that there is not 
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necessarily any difference in the fore- 
casting procedure by large and small 
companies. However, the size of the 
concern often affects the degree of elab- 
oration considered necessary in the cash 
budget. Examples of procedure are 
given for both large and small com- 
panies, illustrating each of the three 
forecasting methods mentioned above. 

One section of the report is concerned 
with the question of responsibility for 
forecasts; another with the use of the 
daily cash report. The appendix pre- 
sents an excerpt from the budget manual 
of one company covering standard in- 
structions for the preparation of cash 
forecasts. The report is freely illus- 
trated with budget forms and records 
in current use. Readers interested in 
this subject may obtain copies of The 
Cash Budget from the Policyholders 
Service Bureau, Metropolitan Life In- 
surance Company, 1 Madison Avenue, 


New York, N. Y. 


Common Stocks 
q In his recently published book, “The 


Common Stock Theory of Investment,” 
Dr. Chelcie C. Bosland, associate pro- 
fessor of economics in Brown Uni- 
versity, says: 

“Providing discretion is exercised in 
the choice of stocks and assuming suffi- 
cient diversification, and further as- 
suming a reasonable level of stock 
prices at time of purchase, there is rea- 
son to believe that over a period of 
years in the future, as in the past, com- 
mon stocks will yield a return some- 
thing in excess of a return on high 
grade bonds. If the investor does not 
have adequate knowledge or funds to 
comply with these requirements he will 
be likely to learn to his sorrow that it 
is far better to be satisfied with a sav- 
ings bank return than to venture his 
savings where prospective large profits 
so frequently have caused losses to in- 
vestors wiser than he. Capably man- 
aged investment trusts now make it 
easier for the small investor to make 
such commitments, but even these should 
not be considered until the small saver 
has built the foundation to financial in- 
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dependence by adequate life insurance, 
savings bank accounts or highest grade 
bonds. Since it is given to no one to 
foretell the future of a particular cor- 
poration or a particular industry, in- 
vestment wisdom dictates not only di- 
versification but also that a large part 
of the investment funds of those who 
cannot afford to lose any or all of their 
savings should be placed in those forms 
of investment that will suffer least from 
adverse developments which cannot be 
foreseen and which all too frequently 
occur.” 


Double Liability 


q Tue first gun of the campaign to 
put across the proposed double liabil- 
ity amendment to the Illinois consti- 
tution was fired at the annual fall 
meeting of the twelve groups of the 
Illinois Bankers Association, Sept. 13- 
29. From 100 to 300 officers of mem- 
bers banks attended each of the meet- 
ings, held at Peoria, Kewanee, Oregon, 
Wheaton, Kankakee, Quincy, Beards- 
town, Effingham, Du Quoin, Collins- 
ville, Monticello and Chicago. 

At each afternoon meeting, held at 
two o'clock, Martin A. Graettinger, 
executive vice-president of the associa- 
tion, described the effort and codpera- 
tion which guided the proposed amend- 
ment through the General Assembly, 
and declared that equal codperation, in 
the larger and more complicated task 
of reaching the entire electorate, will 
meet with equal success. He empha- 
sized the necessity for teamwork be- 
tween bank officers and their directors 
and shareholders in carrying out a 
program of education and in seeking 
the aid of every group in the state 
which recognizes the value of the dual 
banking system and wants to preserve 
it. 

J. F. Schmidt, Waterloo, president, 
addressed the dinner meetings. He dis- 
cussed both the double liability amend- 
ment and the danger, keenly felt in 
smaller communities throughout the 
state, that branch banking and remote 
control of local credit resources would 
follow the elimination of state banks, 
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as capital seeks investments not sub- 
ject to such liability discrimination. 

The nation and the state have pros- 
pered under the independent, unit bank 
system, and every effort must be made 
to preserve and perpetuate the sys- 
tem, Mr. Schmidt declared. Failure to 
do this, he said, would mean deliver- 
ing to a few favored groups, “not only 
the credit and finances of the nation, 
but the politics as well.” 

Both speakers were enthusiastically 
received at every meeting, and quiet 
conversations in hotel lobbies and by 
small groups between sessions bespoke 
a growing recognition of the size of the 
task confronting shareholders and bank 
officers if the present system, and those 
who depend upon it for a flexible credit 
flow, are to avoid disaster. 

Mr. Graettinger’s statement that the 
most recent amendments to the Illinois 
constitution were made in 1905 and 
1898 emphasized this point, but appar- 
ently only increased the determination 
to repeat those rare accomplishments. 

Fred A. Gerding, Ottawa, vice-presi- 
dent, outlined the work of the associa- 
tion and its committees in crime pre- 
vention, taxation and developing more 
efficient bank operation practices, as 
well as securing the passage of favor- 
able legislation and opposing bills 
which would injure banks. 

The need for accurate cost account- 
ing methods and item cost budgeting 
was discussed by Paul T. Betz, Lincoln, 
chairman of the committee on bank 
management, and Charles C. Looney, 
assistant to the comptroller of the 
Harris Trust and Savings Bank, Chi- 
cago. Both speakers asserted that safe 
banking depends upon adequate profits 
obtained on the basis of known costs. 
They also agreed that customers are 
entitled to service charges which are 
equitably based upon operating costs, 
especially as service takes an increas- 
ingly important place beside the 
original credit function of banking in- 
stitutions. 

J. E. Mitchell, Carbondale, chairman 
of the committee on group annuity 
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plan, and F. F. Noleman, Centralia, 
and B. J. Schwoeffermann, Chicago 
Heights, members of the committee, di- 
vided the assignments to speak on “Se- 
curity at Retirement Age.” They de- 
scribed the committee’s work in fixing 
requirements for bank employes’ pen- 
sions, and working out details of the 
plan with officials of the Equitable 
Life Assurance Society of the United 
States. The plan becomes operative on 
November 1 or as soon thereafter as 
100 employes and their banks contract 
with the society through the Illinois 
Bankers Foundation. Employes who 
will reach retirement age in a few 
years, as well as younger men and 
women, are covered by the annuity 
plan. 

The work of the American Institute 
of Banking, both in group study classes 
for younger bank officers and employes 
and in bringing home study courses to 
those who cannot reach classes, was 
discussed at each meeting under the 
title “Knowing Your Business and Sell- 
ing It to the Public.” L. B. McMahon, 
cashier of the City National Bank and 
Trust Company, Chicago, addressed the 
meeting of Group One in the Palmer 
House, and F. A. Anderson, Wilmette, 
chairman of the committee on educa- 
tion and public relations, and R. R. 
Bunting, Quincy, and O. M. Streiff, 
Highland, members of the committee, 
spoke at the downstate meetings. 





Twenty Questions for Bankers 


AN editorial in a recent issue of The 
American Banker gives a list of twenty 
questions to which bankers are asked to 
answer yes or no. The list was com- 
piled by “a man who works a good 
deal with members of the banking pro- 
fession” and “is willing to bet a good 
Stetson that the majority of bankers 
cannot make a grade of 50 per cent. 
affirmative answers.” Here are the 
questions: 


1. Has your bank a knowledge of 
its operating costs established through 
a survey by outside, experienced bank 
cost accountants ?...........00+8 

2. Do you have a personal loan de- 
partment which is being regularly and 
aggressively merchandised ?..............+. 

3. Does your service charge on un- 
profitable small checking accounts re- 
cover cost of operation plus a profit? 


4. Do you think there is “anything 
*” pay-as-you-go checking service? 


5. Do you think banks should make 
installment loans to any extent to 
finance automobiles, property modern- 
ization, equipment, etc., as distinguished 
from personal loans?...........+. 

6. Do you have a central file which 
shows you anything more than the 
name and address of the customer and 
what departments he uses?..........0000 


7. Do you use Recordak for single 
posting in your bookkeeping depart- 
ET siiinccvivmans 

8. Does every advertising solicitor 
receive a courteous reception and a 
prompt, forthright yes or no answer 
to his proposal ?...........00+ 

9. Is the person in charge of your 
advertising qualified for his job by 
practical experience in writing copy, 
making layouts and knowing how the 
public is influenced by the printed 
WDET siincsntindies 


10. Have you a permanent customer 
relations program in operation among 
the members of your staff?................ 
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11. Do your officers get away from 
their desks and see all good customers 
in their places of business once or twice 
O. PORE linenninis 

12. Are you spending one-half as 
much money on direct mail advertising 
as on newspaper advertising ?................ 


13. Do you have a selected list of 
prospects who are systematically culti- 
vated by someone of officer calibre? 


14. Have you found a way consist- 
ently to rent more safe deposit boxes 
than are closed out in the ordinary 
course of events?.........0000 


15. Does it take your bank from a 
week to a year to reach a decision, yes 
or no, on a new suggestion which other 
banks have successfully used to find 
NEW INCOME ?........00000008 


16. Is there anyone in your bank 
who regularly scours the banking pub- 
lications for new ideas to effect econ- 
omies and develop new sources of in- 
COMBE? ..csecriccrvee 


17. Is your floor man or “informa- 
tion clerk” as alert to receive persons 
entering your bank as the floor walker 
in a smart department store?..........000 

18. Are you willing to pay someone 
else for a good idea or an income- 
producing system which you were too 
busy to think up?.........s000 

19. Are you on such terms with your 
local newspaper that you can call up 
and give it a legitimate news item with- 
out fearing that you will be suspected 
of asking a favor?.........00+ 

20. Honestly—when you hear a new 
idea to promote bank business, do you 
instinctively doubt its value instead of 
promptly and fully looking into it? 


© 
REFORMING THE REFORMER 


THE Government has been trying to re- 
form the country. Perhaps the country 
will now try to reform the Govern- 
ment.—Dr. Lionel D. Edie. 
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Here in the pages of this book you 
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